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LETTER OF TRANSMITTAL 


JANUARY 16, 1953 
Hon. WILLIAM LANGER, 
Chairman, Committee on the Judiciary, 
[ nited States Senate Washington, D ( 

Dear Senator LANGER: You are, of course, familiar with the fact 
that I have been chairman of a committee that was organized pursuant 
to Senate Resolution 245 to make an examination and review of the 
administration of the Trading With the Enemy Act. This resolution 
was one adopted at the second session of the Kighty -second Congress. 

On this committee with me were Senators McCarran, Magnuson, 
Wilev, Ferguson, Hendrickson, and Senator O’Conor, who is no 
longer a Member of the Senate 

The committee organized immediately after the appointment of the 
members and then began to plan for the examination and review 
having in mind that we were dealing with an instrumentality of the 
Government, the Office of Alien Prop rty, of very considerable pro 
portions and involving millions of dollars of alien property and the 
handling and disposition thereof. We at once realized that the task 
of making a careful examination and review was one of stupendous 
size and that it would be necessary for us to ascertain basic informa- 
tion before we could get into details involving particular companies or, 
for that matter, particular individuals 

Pursuant to the plan which we adopted, Mr. Armistead W. Sapp, 


i 


of Greensboro, N. C., a man lone known to the chairman as an able 
lawver, who has been ranked for a number of vears as one of the top- 
flight lawvers in North Carolina, and having been president of the 


‘oOmMm- 


State bar of that State, was emploved as general counsel for the 
mittee He immediately set about organizing the staff which ne 


es 
sarily consisted not only of lawyers, but of accountants, investigators, 
and clerks necessary to do the mitial work 

| feel that a very sound basis bas been laid with respect to the im 
portant basic facts, and that the groundwork has been so laid that the 
committee is about ready to vo nto more detailed and basic investiga 


tions of companies, businesses, individuals, and the connection of the 
Office of Alien Property with those businesses at iIncividuals, and 
with other governmental agencies that may or may not be involved 


Necessarily, the ramifications of the Office are quite 


The life of the committee, DV prior enactment, was to exten 1 until 
January 31, 1953 


It is m\ privilege now to present to vou, as ch: man of tl (‘or 
mittee on the Judiciary, an interim report of 1 O ittec o that 
you and the other members of the Committee on the Ju rary L\ 
become familar with what has been done up to date \Il member 
of the subcommittee have been furnished a copy epo 
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have considered it, and, I think, each of them is quite familiar with the 
detail work of the committee 

While Senator O’Conor is no longer a Member of the Senate, and 
consequently, not on our committee, | have taken the liberty of send- 
ing him a copy of this report since he was exceedingly interested in the 
work of the committee and was at all times anxious to advance the 
work of the committee. 

May I say here that the members of the committee have been most 
pleasant to deal with and | know that | appreciate their cooperation, 
as does Mr Sapp and the other members of the staff. 

We have been intent upon establishing facts and not upon trying 
to place any blame initially on any particular individual or, for that 
matter, to implicate anyone in any improper practices. There may 
be work of this sort to do on the basis of the initial work done, but 
that will, and should, remain for careful consideration to the end that 
no one may be improperly or unfairly accused of any dereliction of 
duty. 

‘The subcommittee had appropriated for its use $100,000. It has 
used approximately $55,000 of this sum and, therefore, has left approx- 
imately $45,000 of the first appropriated sum. 

In view of the change in administration and the recognized pro- 
prieties thereof, | hereby tender my resignation as ¢ hairman and mem- 
ber of the subcommittee, and at the same time wish to assure you 
and the succeeding members of the committee that I shall be glad at 
any time to respond to any request for assistance that may be made 
of me as a member of the Committee on the Judiciary. 

With kind regards and best wishes for a successful administration 
by you of the affairs of a very important committee of the Senate, 
lL am, 

Sincerely yours, 
Wixuis Smiru, Chairman. 
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To: Senator William Langer, Chairman 
Senate Committee on the Judiciary 
From: Senator Willis Smith, Chairman 
Senator Pat McCarran 
Senator Warren G. Magnuson 
Senator Alexander Wiley 
Senator Homer Ferguson 
Senator Robert C. Hendrickson 


INTERIM Report FROM SuBCOMMITTEE FOR EXAMINATION AND RBE- 
VIEW OF THE ADMINISTRATION OF THE TRADING With THE ENEMY 
Act 


(Pursuant to S. Res. 245, 82d Cong., 2d Sess 


Senator Herbert R. O’Conor was a member of this subcommittee, 
showed great interest in the work of the subcommittee, and con- 
tributed much to the investigation. The report is not signed by 
him as he did not offer for reelection as Senator for Maryland, and 
his term of office terminated January 3, 1953. <A copy of this report 
has been submitted to Senator O’Conor, and we can say it has his 
approval. 

The examination and review conducted pursuant to the captioned 
resolution has, among other things, disclosed the following: 

During World War | the Congress enacted, in 1917, the original 
Trading With the Enemy Act. This act provided for the seizing by 
the United States Government of wealth owned or controlled in this 
country by nations and citizens of nations determined to be enemy or 
enemy controlled. While the World War I Trading With the Enemy 
Act was still in existence, the Congress, on December 18, 1941, enacted 
the First War Powers Act amending the Trading With the Enemy 
Act of October 6, 1917. The amending legislation conferred on the 
President the power, in time of war or other national emergency, to 
investigate and regulate transactions and property in which foreign 
countries or nationals thereof had an interest, and the power to vest 
such interest in any agency or person the President might designate, 
to be “held, used, administered, liquidated, sold, or otherwise dealt 
with in the interest of and for the benefit of the United States.”’ 

Pursuant to this legislation, the President, on March 11, 1942, by 
Executive Order No. 9095, established the Office of Alen Prope rty 
Custodian, and authorized the Custodian to vest in himself any prop- 
erty or interest therein of any foreign country or national. The 
Office of Alien Property Custodian and its successor in the Justice 


Department, the Office of Alien Property, have been responsible from 


1 
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order transferring the Office 
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Donald C 


Was 
lITI Ve 


LD partment took effect 


l transfer, and Cook 
f Alien Property, Department of 
ant Att mrney General C) tobe r 15. 


1946, and he resigned June 1 Bazelon was 
appointed Director and served through October 31, 1949, when he 
Wit succeeded by Har ic | Bavnt nN) who served is Acting Direct rr 
for a time and was then Director in 1950, he resigned in 1951 and the 
present Director and Assistant Attorney General, Rowland F. Kirks, 
“i appointed and still holds office 


The seizure program instituted 


Act created many claims against the 


under the Trading With the Kn my 
Alien Property Office for the 


for obligations due 


return of seized property (title claims), and claims 

ind oO from the owners of and directly against the property seized 
dep faim The law, as existing in 1942 and until 1946, did not 
Ive he Custodian clear ut authority to return property seized by 
e except a limited group of American citizens. The authority 
0 rn propertv to nonenen was subject to legal uncertainties 
Ss ’ of the a permit ed return to persons not enemies or 
lies of enemu 1 1941 amendment authorized the vesting of prop- 
ertv of foreig? ition including nonenemi Therefore, the prob- 
ben) rosé ( V he ther a trie ( ly re hn hatior al could recove! prop- 
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erty pursuant to the original act when the vesting of his property 
authorized by an amendment 
Only an implication of authority existed for the handling of debt 


claims, and the Custodian therefore took no action on the handling 


of debt claims. The ease of Markham v. Cabell (326 | S. 404 
settled the question and permits an Ameri 


_ 
unsecured aqaebt claim 


ant to Maintain a suit under section 9 (a) of the a However, there 
was no legislation which provided an orderly basis for the disposition 
of debt claims and further no priority system existed for the payment 
of debt claims As a consequence of this, of the approximately 4,500 
claims filed with the Alien Property Office up to 1946, less than 200 


- } ) 
claims were processed to a cone | ISIOnN Becau eC Ol the questionable 


authority of the Custodian for the administrative handling of claims 
the only course for a claimant was the judicial remedy provided by 
section 9 (a) of the act 

To meet the need for an effective administrative authority and pro- 
cedure for the handling of both title and debt claims, the Congress 
enacted Public Law 322 (79th Cong., 2d sess.) on March 8, 1946, for 
the handling of title claims, and Public Law 671 (79th Cong., 2d sess 
on August 8, 1946, for the handling of debt claims. These two publi 
laws inserted sections 32 through 37 in the Trading With the Enemy 
Act, as amended 

There have been approximately 62,000 claims filed with thi 
Custodian’s office, approximately 15,000 title and 47,000 debt Before 
1946 approximately 4,500 claims were filed; since the amendment to 
the act in 1946, the remaining of the 62,000 were filed, either as 1 
or debt claims. 

As has been indicated previously, there are two primary types 
claims; title claims and debt claims 

A title claim is one in which the claimant asserts a proprietary 
interest in a specific vested property, either as the owner at the time of 
vesting or as a successor in interest 

A debt claim is one wherein the claimant had a due and owing debt 
against vested property at the time of vesting 

There are two sections of the Trading With the Enemy Act unde 
which title claims may be asserted, section 9 (a) and section 32 

All claims processed administratively through the Office of Alien 
Property are handle d by the ¢ laims Branch, the ( ‘hief of which reports 
directly to the Director. 

The Claims Branch is composed of four sections 

1. Claims Service 

2. Title Claim Section. 

3. Debt Claim Section. 

4. Trial Section. 

Cases in either of the Debt or Title Sections which require a hear Vy 
before the hearing examiner are sent to the Trial Section for prepara- 
tion and handling in a hearing before the hearing examiner. This 
section, except in unusual situations, handles only matters in adminis- 
trative hearings before the Hearing Examiner Section 

Departmental hearing examiners hold hearin 


taking evidence ; hearing ( ral ai iments, al (| acceptin written brieis 


es on contested claims, 


2 Annual Report of O \ 
31d., p. 15 
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After a hearing examiner holds a hearing on a contested claim, he 
renders a written opinion as to the claims validity. If he holds the 
claim allowable, the property will be returned as in the case of uncon- 
tested claims. If he holds it not allowable, the claimant may then 
appeal to the Director 

Appeals may be taken from the decision of the hearing examiners 
In such cases where appeals are taken, written briefs are filed with the 
Director. In claims filed under sections 9 (a) and 34 (debt claims 
of the act, judicial review is allowable, from the decision of the 
Director under the statute. In certain cases first processed under 
section 32, the claimants may institute an action in court under 
section 9 (a 

The files were examined primarily to determine: 

|. The total time elapsed between filing of the claim and disposal 
of the « laim: 

2. The total time elapsed from the filing of the claim until the 
commencing of work on the claim; 

». The amount of the claim; 

1. The delays encountered by the Alien Property Custodian in 
handling claims (e. g., the need for overseas investigation in certain 
types of cases 

>. Policies of the Office of Alien Property in handling cases. 

The procedures of the Claims Branch have been further analyzed 
by an examination of the docket sheets of the Office of Alien Property 
for each of the 62,450 claims filed; the results appear in table II 
(p. 9) and comirents on this table are made in order 

Furnished with this report are tables giving a statistical picture 
of the analysis of claims examined by the staff. 

Table | (p. 8) presents a workload statement of Claims Branch 
handling of World War II claims for the fiscal vears 1944-52. From 
this table it is seen that there have been a total of 15,170 title claims 
filed, of which number 5,799, or 38.2 percent, have been processed 
to a conclusion. There have been 47,280 debt claims filed, of which 
number 3,823, or 3.9 percent, have been processed to a conclusion 
The total of all claims filed is 62,450, of which number 9,622, or 15.4 
percent, have been processed to a conclusion 

In comparison, a total of 61,160 claims have been filed; of this total, 
9.751 have been closed; 4,177 debt and 5,574 title It is to be noted 
that these figures do not match the figures furnished (table I) by the 
\hen Property Office 

The peak vear for filing title claims was 1949, when 5,988 claims 
were filed, and the peak year for filing debt claims was 1948, when 


23.079 were filed \fter a drop to 3,433, filed in 1949, debt-claim 
filings reached another peak of 11,474 in 1950, and since that time 
only 557 ale byt clan s have been filed 


As of June 30, 1952, the administrative trial balance of the Offiee 
of Alien Property indicates a total of $1,943,814,531.11 as the monetary 


value of all claims filed to that date. These values are placed on 
the claims in the most instances by adopting the figures used by the 
claimants Chey do not necessarily represent an accurate valuation 
but the proportions inh the results SO far are significant. The claim 


accounts as set up in the records, are 
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Vit] laims filed and pendi $427, 2 
Debt claims filed and pet y S 153, 7¢ 
Lien and security claims filed and pendir 2 17, 606. 78 
Other claims filed and pending 14, 252, 686. O1 
litle claims withdrawn or disallowed LOS, Y1L5. 385 
Debt claims withdrawn or disallowed S1, 760, 249. OS 
I ni ri claims wi \ rd ' 2, 25§ rf 
Other clain ithdrawn or disallowed 58, 7 7 
Title claims allowed but unpaid 1. Of 
Det laims allowed but unpa 178, 479. 2 
litle claims allowed and paid | 94.5 1S 
Deb illowe | 1. Zan 26. & 
Lien and security clai i d 75, O21. 98 
litle claims allowed, property) is | n returned 6. S58. O50. 00 
Safekeeping title claims allowed and paid 26. 616. 90 
Safekeeping debt claims allowed and paid ; 
Safekeeping title claims, proper as been returned 7, 459. 00 
Total 1, 943, 814, 531. 11 


The first four items, totaling $1,831,611,297.90, represent the claims 
filed and pending, that is the claims about which no action has at 
taken or no final determination made. The remaining items, total 
$112,203,233.21, are those claims so fai processed, by being dis: 1a eC I 
or r withdrawn, allowed and paid, or allowed and unpaid, or valuation 

f property which has been returned. Slightly more than 5 percent 
in value have been processed. 

Tab le I] (p. ) is a workload schedule pro\ wee by the He earing 
Examiners Section. This schedule was submitted by the Department 
of Justice to Congress as a justification for the requested fiscal aero 
priation for 1954, and also was submitted to the Bure ‘au of the Bud 

In the portion of the table for title claims the figures given for ‘the 
vears 1944, 1945, 1946, 1947, 1948, 1949, and except the total figure 
of claims pending for 1950, are mathematically erroneous. Thes 
figures are therefore meaningless for any purpose. The total number 
of claims pending should accurately relate to the number of claims 
docketed, and should be the residue of claims after subtracting claims 
in which decisions | have been rendered and those claims withdraw1 
or returned to the Claims Branch The total figure of cl aims pending 
for 1950 mathematically balances with the figures given for 1951 and 
1952 

Thus, for accurate analvsis of title claims before the hearing exam- 
iners, We can make use only of the figures for 1951 and 1952 

\n analysis of the title portion of the schedule shows a total of 187 
claims before the hearing examiners pending at the beginning of 1951; 
that 666 claims were docketed during 1951 for a total of 853 claims 


before the hearing examiners during 1951 Of this total, 345 claims 
were disposed of during this vear. 339 by decisions and a) eithe r with 
drawn or ‘Teturned to the Claims Branch. Five hundred and eight 
claims i "ec pending at the end of 1951. In 1952, of 1.280 title claims 
508 pending from 1951, plus -79 doc! eted during 1952, 466 claims 
disposed of by de ision and 10 were withdrawn or returned to the 
Claims Branch; 804 title claims were pending at the end of fiscal 
1952 In 1951 it appears from this sehedul that 10 title claims 
heard on their merit, 411 hearings on moti to dismiss, and 339 d 
sions were rendered 1) 952. 13 tithe la vere heard on thei 
merits and 601 title claims heard on mot to dismiss: 406 de ns 
were rendered It is impossible to det 1 the f 
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for the number of decisions handed down, whether they relate to the 
hearings on the merits or the hearings on a motion to dismiss, or 
whether or not that figure represents the disposition of claims pending 
from prior vears \lso, it is impossible to ascertain from this schedule 
how lone it took to dispose of a specific claim. The total pending 
igure at the bottom of each column could, and very likely does, con- 
tain claims docketed with the Hearing Examiners Section a year or 


several vears priot 


in the debt portion of th hedule, it is noted that no debt claim 

is docketed with the hearin Yaminers priol to the fiscal year 1948. 
Of the total of 1,571 debt claims docketed between 1948 and 1952, 
S88 were disposed of by decisions, and 656 were returned to Claims 
Branch or withdrawn; 29 debt claims were pending at the end of 
Q52 In 1948, nine claims were heard on merits, seven claims heard 
on motion to dismiss, and four decisions rendered In 1949, 5 claims 


were heard on their merits, 406 motion to dismiss, and 334 decisions 


rendered In 1950, the table shows 22 claims were heard on merits, 
1.818 on motion to dismiss, and 356 decisions rendered. In 1951. 38 
claims were heard on merits, 118 on motion to dismiss, and 139 
decisions rendered In 1952, 3 claims were heard on merits, 47 
motions to dismiss, and 58 decisions rendered from the figures 


ubmitted, we are unable to determine how many decisions were 
rendered on the hearings on the merits, and how many decisions were 
rendered on a motion to dismiss, or whether or not that figure repre- 
sents disposition of claims from prior years 

During the major portion of 1952, only three hearing examiners 
were actively engaged in handling claims \t the present time, four 
hearing examiners are in the Hearing Examiners Section 

The Office of the Hearing Examiner was created in 1947 to take 
over the work of the Vested Property Claims Committee. When the 
Hearing Examiners Section was first established, there were created 
two subsections within the section, a subsection for handling of title 
hearings and a subsection for the handling of debt hearings In 
June 1952, there was a reorganization of the Hearing Examiners 
Section wherein the two subsections were merged and all hearing 
examiners were established as one unit with a Chief Hearing Examiner 
over the Section 

It appears there are, at present, 36 title claims which have been 
heard and are still pending, and, in addition, the Hearing Examiners 
Section has 75 title claims which are pending and which have not 

en heard. As of the 30th of September 1952 there were 13 pending 
debt claims for hearing on the merits, and 22 debt claims pending for 
hearing on a motion to dismiss. It further appears that the first of 
these claims was submitted to the Hearing Examiners Section on 
November 1, 1951 

Table III Dd. 9 shows the workload statement of the Director’s 
office in handling appeals filed with the Director from the Hearing 
Kxaminers Section for the years 1947 through 1952. This table 
cates that only 49 title claims and 28 debt claims were appealed 
to the Director, a relatively small number in the over-all picture of 
( laims handled. 

Table LV p. 9) presents the results of the analysis of individual 
tle claim files 


Lit 
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1. Allowed total claims, 1944 through 1948 

2. Allowed title claims, 1949 

3. Allowed title claims, 1950 

t. Allowed title claims, 1951. 

5. Allowed title claims, 1952 

6. Random sampling of title claims for all the vears, furnished by 
the Office of Alien Property 

7. Sampling of closed, disallowed, or withdrawn, claims for all vears 

This table shows that the time between filine of claim and com- 
mencing of work by the Claims Branch on the claim, and the time 
between filing of claim and final determination of claim has markedly 
increased over the vears during the existence of the Claims Branch 
In the period 1944 to 1948, for the claims analyzed, the average time 
between filing of claim and final determination was 16.7 months, and 
in 1952 the average time between filing of claim and final determina- 
tion was 46.6 months. The average time between filing of claim and 
final determination for all allowed title claims was 31.7 months 

The Title Claims Section has disposed of approximately 6,000 
claims; it has 18 lawvers, two of whom are acting in Supervisory 
capacities, and it has had from 13 to 15 lawvers handling claims since 
August 1946. These 6.000 claims have been disposed of by either 


allowance, dismissal, or withdrawing. In the Title Claims Section, 
the average law ver investigates and processes toa conelusion between 
30 and 40 claims per vear. It, therefore, is a reasonable conclusion 


that 9,000 claims left out of the 15,000 claims filed will require approx- 
imately 20 additional vears to process; 2,150 claims are now assigned 
to attorneys, of which approximately 650 have been processed for 
hearing before claim examiners, leaving 1,500 claims now being 
handled by approximately 15 lawyers, or, roughly, 100 claims pet 
attorney. 

The procedure followed by the Claims Service Section in examining 
and servicing the title and debt claims to a total of more than 60,000, 
and thereafter the Title Claims Section processes the 15,000 claims 
pending before it, all of which files must pass through, at least once, 
the Chief of the Title Claims Section and in many instances more 
than once, and where the Debt Claims Section also attempts to 
process the 47,000 claims filed before it by the same method as in 
the Title Claims Section, that is, the Chief of the Section personally 
attempting to examine at least once, each of the claims, results in a 
needless duplication of effort as between Chief and staff attorneys, 
slows the process beyond the point where efficieney is aided by this 
painstaking thoroughness, and renders hopeless, under the present 
procedures, the prospect of ever completing the proper processing 
of the debt claims and extends unreasonably the life of processing 
of title claims. 

Average time between bar date and final determination of debt 
claim is 20.4 months. Of the approximate 48,000 claims remaining 
to be processed, approximately 37,000 of these claims are filed against 
10 vested estates. The 2 largest estates are the Sumitoma Bank 
and the Yokohama Specie Bank against which approximately 18,000 
claims are filed; the great majority of these are claims based on cer- 
tificates of deposit. All of these claims against these above-mentioned 
two Japanese banks are in the hands of one attorney. There are 
serious questions, either in litigation or about which litigation is pro- 
posed and now in the process of being instituted, relating to the 
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ultamate pavment of these claims by i determination of the basis 
for valuing the claim, whether in yens or dollars, and the date for 
the valuation of the ven. This litigation promises to be as time- 
consuming as the most involved litigation in the Title Claims Section. 

The next largest two properties against which debt claims have 
be hh asserted are the Hambure- American Lines and the North Ger- 
man Llovd [ine * against these two estates there have been filed a 
total of approximately 10.200 claims Joth estates and, therefore, 
all of the debt claims have been assigned to one attorney. 

German banks and property of the German Government constitute 
the balance, together with approximately 5,000 claims against the 
property of the Japanese Government which have not been assigned, 

Approximately 22,000 of the approximately 43,000 claims have 
been assigned in the sense that there is an attorney responsible for 
them 

The Debt Claims Section is overwhelmed with claims, and appar- 
ently no thought has been given, nor is it intended to be given, to a 
summary handling of verified small claims. By ‘verified small 
claim,’ we mean a claim below a fixed amount being classified as a 
small claim, and the proof of claim being sworn to under penalty of 
perjury; that the sworn claim be presumed to be correct, and acted 
upon without further investigation and peremptorily allowed. 
Throughout the Claims Branch there is a duplication of effort and 
an unexplained slowness of process, and an inability or unwillingness 
to adapt the available manpower to the exigencies of the claims 
processing, Which results in a decided lack of promptness and definite 
inequitable adjudication of claims under the act. 


. ABLI | Claims Branch workload statement of World War Il claims Dy fiscal years 
1944 to 1952, inclusive 


PIT LI 


1944 | 1945 | 1946 1947 | 1948 | 1949 | 1950 | 1951 | 1952 











Pend heeinr of year 345, 868) 1, 130) 1,338 3, 443) 4,030, 9,008) 9, 574) 9, 641 

Rec ed 603 380 238) 2,362) 1,631) 5,988) 1, 761) 1,030 R23 

( { 80 127 30) 257' 1,044, 1,010) 1,195 963 1,093 

Pending, end of year 868 1,130) 1,338 3,443) 4,030 9,008 9, 574, 9, 641) 9, 371 

DEB 
| 

Pending, beginning of year 470) 1,613) 3,071) 4.136 8, 67231, 465/34, 155 43, 952/43, 597 

Received 1, 143) 1,473) 1,088) 4, 563 23, 079 , 474 272 285 

Closed 0 l 23 27 286 677 627 425 

re ing, end of year 1,613) 3,071) 4, 186, 8, 672 31, 465 34, 155 43, 952 43, 597 43, 457 

rOTAL 

Pe , beginnir f year $15) 2, 48 1,2 4 19 3,1 26 53, 238 

Re 1, 746; 1,862) 1,326) 6, 925 24, 71 1, 302, 1, 108 

Cc 80 142 53 IR4 3 2 | ) 1, 518 

Pe iit end of year 2,481) 4,201 5, 474 12, 115 35, 495/43, 163 53 38 52 828 
A ] 

| L5, 17 

| 5. 799 

38. 2 

f $7, 280 

3, B25 

g 

] 62, 450 

l l ¥, O22 

P 4 
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Pr erence 1 
He i the 
Heard « to 
ly 
Fee detert it . { 
With r retur to ¢ I S 
Pendir ( ear iti br er 

ninat fees, ete 2 , ; “ : as 

DEBT CLAIMS 

Claims docketed 4 os , - , . 
Prehearing nee ) 
Heard on ther 2 
Heard on mot lis 10 S] % 4 
Decisions { { a 13 % 
Fee detern itions 
Withdraw retur ito Clai Brant ) 609 18 ) 
Pending, end o ir, awaiting briefs, deter 

I ition of fees, ete 2 182 2 <s 29 

Includes contested and uncontested claims prior to Aug. 17, 1947, and nteste \ S quent to 
Aug. 18, 1947 (under rules for procedure for claims adopted on this date, uncontested tith ay be 
sllowed without the necessity of a hearing thereon 

4 This figure has been revised on the basis of a corrected count 

Processing 6f debt claims commenced after Jan. 1, 1948 

* Includes contested claims against debtors’ solvent estates, contested and uncontested claims against 
lebtors’ insolvent estates 

Taste ITI. Appeals filed with Director from decisions of heartng examiners 

1947 1948 1949 1950 1951 1952 


Appellant 
Title Title Title | Debt) Title | Debt) Title | Debt | Title | Debt 


1. Claims Branch 2 { 2 1 1 ) l ) 1 
2. Claimants 1 2 4 10 13 20 5, 4 ) 


lotal 2 5 4 5 10 14 2 6 6 ) 


Total: Title, 49; debt, 28 


TABLE IV.—Title claims 


1044-48 1949 | 1950 | 1951 | 1952 Random 


Number filed 5, 568 |5, 988 |1, 761 | 1. 030 82 | These are the cases given to 
us by the APO, irrespec- 


tive of year 





Number pending beginning of year 3.443 4,030 9,008 |9, 574 9. 641 
(1948 
Number closed 1, 538 |1,010 |1, 195 1. 003 
Claims examined 24 23 Is 29, 
rime between filing and commence 9+) 12.2) 14.4 26. € 17; average, 17.1 
ment of work (months 
rime between filing and final deter 16.7 23. 1 25.8 | 39.4 46}. ¢ 38.7; average, 31.7 
mination (months 
NOTE.—32 miscellaneous cases average 26.8 months; these cases either were dismissed because the ap- 


Plicant was ineligible on the application’s face, withdrew voluntarily, or dismissed by lack of interest 
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TABLE \ Composite table of claims filed 
I j 
¢ (i 1 (KK 0 l : 
$5000 l 
$ ¢ $5, (0) : ilued . 
( ® { t 194 t 
‘ ) R 219 
{ { 2, 12 2 
s RRE 
D 
Ch 4 } ( 9 { 
) 6, Re ) 6, 478 11,874 13, 098 
‘7 
< SK $1, 34 
. \ tt 
1) 
¢ ) 
< 1 OK 4 
$500 24, 74 


The budget request of the Office of Alien Property as submitted to 
the Bureau of the Budget by the Department of Justice for the fiscal 
vear ended June 30, 1953, indicates the following duties and responsi- 
bilities for the Business Management and Liquidation Branch: 


| Vanagement and Liquidation Brancl This is a new Branch created in the 
reorganizatiol It is composed of the former Business Management Section of 
Office of the Director, the Real Estate and Liquidation Section, and the 
Patent, Copyright, and Trade-Mark Section of the Operations Branch, together 
with those emplovees of the former Legal Branch who have been performing 
ervices directly connected with the management and liquidation of property 
This Branch is responsible for the supervision of business enterprises in which 
the Office has acquired an interest and continued as going concerns the supervi- 
sion and management of real estate and personal property and the administra- 
tion of vested patent, copyright, and trade-mark property formerly held by 
nationals of enemy countries and of enemy-occupied countries. It also is re- 
spol sible for the liquidation of such properties and the reducing of them to cash, 
to be deposited in the Treasury of the United States 


1. Business Enterprise Section After vesting, it is the duty of this Section to 
assume responsibility for the direction, management, supervision, and control of 
by ness enterprises operated as going concerns, and to administer the affairs of 


vested enterprises and to prepare for and conduct sales of such interests. These 
supervisory responsibilities entail close cooperation with the companies in the 
administration of many internal operating problems confronting business con 
cerns daily. It is the policy of this Office to sell going concerns seized from aliens 
as rapidly as possible. However, litigation contesting title to the interests, 
patent, and trade-mark problems, and various administrative questions which 
must be resolved prior to a sale are some of the restrictive limitations which pre- 
clude immediate sales. The supervisory responsibilities are in all cases thorough 
and extensive, necessitating prior approval in matters ranging from salary In- 
creases to major changes in business policies. Some of the companies are en- 
aged in the production of commodities vital to the national economy and defense, 
vhich matters receive, ahd will continue to receive, the utmost consideration in 
the administration of management problems 
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The business enterprises super, d by this Office le some of 
valuable industrial properties in the ed States ome of these ent 
and their dollar assets are: 


General Aniline & Film Corp S119. 856, 000 
General Dvestuff Corp 9, 965, 007 
Harvard Brewing Co 9 835. 204 
Spur Distributing Co 5, 743, 286 
Schering Corp 12. 263, 5 
Karl Lieberknecht, Ine & 064, 052 
E.. Leitz, Ine 1, 033, 433 
Fratelli Branca Co., Ine 718, 249 





Herman Basch Co 2 547, 513 
J. M. Lehmann Co., Inc 1. 077, 035 





The Importance and diversity of 1 I ponsibil es f this seetion necessitate 
personnel sufficiently experienced in business activities to properly perform the 
functions of management and provide for the protection of the Attorney General 
vested interests Close familiarity with t operations and problems of manag " 
ment can, in the long run, mean increased values and inereased returns to the 
Government 

2. Real and Persona Property Section This seectior s responsible for the 
management and sale of vested real and personal property and for the servi 
liquidation, and sale of all vested mortgage In addition to these f 
is responsible for the supervision, liquidation, and dissolut of certain real-« ute 
holding companies in which this Office has an interest 

The management of vested real estate presents problems of varied character 
and places upon the Office the responsibility of insur that the properties ar 
properly maintained and that income therefron assured in accordan: 
sound business principles In order ut this m he acct lished ‘ ' 
that repairs be closely supervised with the view toward protecting the propert. 
from deterioration and at the same time keeping expenses at an absolute mini 
Ade quate Insurance on 1 nproved propert rN t be ept in force at a times, al 
tax bills must be paid if they are proper There is a the problem of maintair 
Satisfactory tenants and the question of eviction proceedings because of nonpa 
ment of rent 

Che varied types of real estate in which this Office must deal make the operation 
more complex than that of any real-estate offic For example, we have 
supervised and passed upon the sale of large tracts of timber in Texas, oil and 


gas leases in California, coal resources in Illinoi and dwellings, apartment 
houses, and commercial property throughout the United States, Hawaii, Alaska 
and Puerto Rico. Most of the properties on hand at the end of the 1951 fisea 
year consist of (a) real estate subject to suits and title claims by alleged mn 
enemies; (b) properties vested from Italian nationals ar 


return to the former owners: (c) mortgages and mortgage pi 


j subject to ultimate 





icipation certincat 





(d) properties with legal and title defects; and (e¢) foreclosures 

3. Patent and Copyright Section This section is responsible for the adn inistra 
tion of all vested patents, cops rights, and trade-marks and for the super, Isilon of 
patent holding companies of which 50 percent or more of the stock has beer 
vested. The 23,711 active patents, 742 contracts and license agreements relating 


to patents, 606 trade-marks, 500,000 copyright interests, and 20,000,000 feet of 


motion-picture film handled by this Office make it the largest administrator of 
] 








industrial property in the world. The policies followed in administering the 
patent program are of extreme importance to American industry Under the 
congressional mandate, we do not sell exelusive rights to anv enen patent 
acquired. The ultimate disposition to be made of patent, copyright, and trade- 
mark interests vested bv the Office is a matter to be determined by the Congress 
Unless the Congress directs that these holdings be disposed of, the property will 
not be liquidated for many years Patents are granted for a term of 17 vears 
and the majority of those which have been vested will expire within the next 
6 or 7 vears. The life of a registered copyright is 28 vears, and trade-marks 
remain in effect for as long as the mark is in use However, as long as this 


property remains in the hands of the United States Government, it is the responsi 

bility of this Office to administer it in the interest of and for the benefit of the 

United States as required by section 5 (b) of the Trading With the Enemy Aet 

as amended : : 
It is the policy of the Office to license to American citizens, on a standard 

nonexclusive royalty-free basis, patents vested from nationals of Germany and 
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In addition, from data included in the budget request, the following 
Statistics appear to be outstanding 

The Management and Liquidation Branch has received 28 createl 
proportion of the annual appropriation for the operation of its affairs. 
In the fiscal vear ended June 30, 1950, $1,246,685 was winiaial ated 
to the Management and Liquidation Tae: h out of a total budget of 
$4,087,400. This represented 30.5 percent of the total authorization 
In the fiscal vear ended June 30, 1951, $1,289,167 was allotted to 
this branch out of a total appropriation of $4,150,000. This repre 
sented 31.1 percent of the total authorization. In the fiscal vear 
ended June 30, 1952, the allotment to the Management and Liquida- 
tion Branch amounted to $1,402,452 out of a total appropriation to 
the Office of Alien Property of $3,603,089. This allotment repre- 
sented 38.9 percent of the total authorization for the Office of Alien 
Property. The estimate for the fiscal vear ended June 30, 1953, allots 
$1,423,227 out of a request for authorization for the entire office of 
$3,900,000. This represents 36.5 percent of the total request. for 
administrative funds. 

In reassembling these figures for the four fiscal vears ended June 30, 
1953. the total allotment to the Management and Liquidation Section 
cer to $5,361,531. It is further noted _ in the fiscal year 
ended June 30, 1950, the allotment represented 23.25 percent of the 
total allotment for the 4 years. For the fiscal vear r ended June 30, 
1951, the allotment represented 24.04 percent of the total allotment 
for the 4 vears. For the fiseal vear ended June 30, 1952, the allot- 
ment represented 26.16 percent of the total allotment for the 4 vears, 
and for the fiscal year ended June 30, 1953, on an estimated basis, the 
allotment represented 26.5 percent of the total allotment for the 4 
vears. The allotment to the Management and Liquidation Branch 
has been increasing steadily, vear by vear, not only in dollars per vear 
but in relation to previous aes. while the entire authorization for the 
Office of Alien Property has decreased in the 2 vears ending June 30, 
1953, over the two fiseal vears ended June 30, 1951. 

Efficiency has been lacking and progressive liquidation has not taken 
place. Reports, both financial and operational, in regard to business 
enterprises and liquidation have not been obtained; responsibilities 
have been delegated to branch offices without attempts to follow up to 
keep abreast of the liquidation program, and records indicate that 
this branch is rot familior with the status of the business enternrises 
under its jurisdiction. Certain enterprises in liauidation have failed 
to file financial and onverational data with the Washineton office for 
the period of several vears, and the field offices have indicated that 
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thev are inadequately staffed to fo 
enterprises 

Mir. Rowland F. Kirks, Assistant Attorney General, Director, Office 
of Alien Property, in a letter dated Septemb« r 18, 1952, to this com 
mittee, detailed the vested business enterprises which were still active 


Alien Property 


low up on the status of these 


cases at June 30, 1952, on the books of the Office of 
These enterprises were classified as follows 
1. Thirty-three operating businesses in which the Attorne 


General has a substantial vested interest and which are under the 
supervision of the Office of Alien Prop rty 


2. One hundred and twenty-five mactive businesses whieh are 


bene liquidated wna 


3. Nineteen businesses wherein a minority interest in the 
business was vested and over which the Office of Alien Property 
CXeTCISeS DO Supervision or 4 ntrol. by iI which Ve sted Intere ~ 


may require sale by public offeris 
This list was used as one of the bases ol the examination and rey W 
of the operations of the Business Management Section in Washington 
and New York 
1. Of the 33 « ompanies listed, 5 have been sold or returned to their 


owners since June 30, 1952 section Y (a suits hav been filed 


1 


agaimst the vestings of 13, to wit 

Amerlagene, Ine 

Arabol Manufacture Cr 

Herman Basch & Co., Ine., 

General Aniline & Film Corp 

Harvard Brewing Co 

Kalio, Ine 

Karl Lieberkneecht, Ine 

Regens Lighter Corp 

Seiseido Shoten, Ltd 

Spur Distributing Co., Ine 

T. Sumida & Co., Ltd 

Hugo Stinnes Corp. (and its 100 percent subsidiary, Hugo 

Industries, Inec.), and 

Uchida Investment Co 
Until this litigation is resolved no action can be taken to liquidate or 
dispose of these companies. Section 32 title claims are pending against 
five of these companies, to wit: 

D. A. B. Recreational Resort, Inc. 

Fuji Trading Co 

Morland Co 

Oahu Junk Co., and 

Atlantie Assets Co. 
It is the Office of Alien Property policy to treat vested assets against 
which section 32 title claims have been filed in the same fashion as if 
section 9 (a) suits had been filed (no liquidation or sale). A debt aetion 
was pending against Jasco, Inc., which has only recently been resolved 
but which was of such size as to render the vested securities unsalable 
until this matter was settled; the same condition existed on the Carl 
Zeiss, Inc., vesting. We have been informed by the Office of Alien 
Property that both of these companies are now being prepared for 
publie sale. The Office of Alien Property vested alien property ledger 
accounts, together with supporting data related to these 33 companies, 


965 g9 
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were reviewed in New York, and reports of independent accountants 
and auditors who had examined the accounts of the individual com- 
panies were reviewed in Washington where they are on file. 

The companies against which no litigation is pending are discussed 
hereafter 

1) Adloff Realty Corp-—No audit report was available on this 
vesting \ review of the Vesting Order 28601, issued in January 1944, 
disclosed that 256'%. shares (25.6 percent) of the issued and out- 
standing stock of this corporation belonging to various individuals, 
were vested and the corporation held certain unimproved land = in 


California Outside of a veological survey of the properties to de- 
° 


termine the value of oil and vas resources by the Department oO 
Interior Conservation Division undertaken at the request of the Office 
of Alien Property in May 1952, no further steps to liquidate this vest- 
ing appear to have been taken; 

2) American Felsol, V. O. 54-7383-1766-5306.—The Office of Alien 
Property vested 245 shares (49 percent) of the 500 shares of issued and 
outstanding common stock of this corporation between July 1942 to 
December 12, 1945. During the period of vesting, over $50,000 in 
dividends have been collected by the Office of Alien Property The 
Office of Alien Property offered this stock at public sale in 1950. The 
highest bid in the amount of $21,000 was received from the owner of 
the balance of the stock of the company. This was turned down by 
the Office of Alien Property as being insufficient. The company 
appears per the audit report for the vear ended June 30, 1952, to be a 
profitable operation It had a net worth at June 30, 1952. of 
$247 280.94 (a book value of $494.56 per share); 

3) and (4) Bostrum Realty, Ine. and Bostrum, Inc._—The Office of 
Alien Property vested 10 shares of the common stock of each of these 
corporations, representing 50 percent of the issued and outstanding, 
on February 1944. No audit reports were available on these compa- 
nies. <A review of the vesting orders disclosed that the stocks vested 
were family holding companies and their assets consisted of an interest 
in securities of the H. C. Bohack Co. (a retail chain grocery company in 
metropolitan New York), and a survivor’s interest in certain trusts 
created by members of the Bohack family. Apparently these com- 
panies cannot be liquidated until the termination of the trusts upon 
the termination of the life interests; 

5) Fujimoto Trading Co., Ltd., VO. 4725.—Office of Alien Property 
vested 700 shares of common stock (50 percent of the issued and out- 
standing) in June 1945. <A ceview of the independent accountants’ 
report on their examination of the company disclosed the corporation 
operated at a loss of $2,518.99 in the vear 1950. It had a capital 
and surplus of $73,479.23 at the close of 1950. 

6) General Aniline & Film Corp., V. O. 6-165-201-678-907. 
The Office of Alien Property vested approximately 97 percent of the 
common stock of this corporation on the theory that the real owner 
of these securities was [. G. Farben. As noted previously, these 
vestings are contested under section 9 (a) suits. We reviewed the 
report of the independent accountants on their examination of this 
corporation for the vear ended December 31, 1951, which disclosed 
no unusual transactions in the period. Alihough there was a 4% 
percent increase in sales over 1950, there was a 12 percent decline 
in profits before taxes from the vear 1950. The information con- 
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tained in the annual report for 1951 is of such a general nature and 
without details it would be impossible tO pass an Opiplon as to he 
manner in which the corporation was operated. This is the largest 
single asset vested a d is the subjec t of detail d sti dy and, ultimately, 
of a separate report 

7) General Dyestuff (Corp., V. O. 33, dated June 1942 The Offtes 
of Alen Property vested 8.678 shares of common stock (100 percent of 
the issued and outstanding) of this corporation on the theory that 
I. G. Farben was the real owner of this company During the period 
the Office of Alien Property has held the stock ; dividends in the amount 
of $1,041,360 have been received (these dividends were paid prior to 


February 1945 In February and May of 1945, the Othee of Alien 
Property made payments in compromise with various individuals 
under Special Order No. 11 in full settlement of their claims for 5,953 
shares of common stock of the Genera! Dvestufl Corp The settle- 


ment was made on the basis of payment of $118 per share, a total of 
$702,454. In February 1951, the Office of Alien Property paid 
$273,750 ($365 per share on 750 shares of common stock) in settlement 


of a claim entitled S¢ George \ VeeGrath These payments of appr X!- 
mately $976,000 were to secure clear title to the stoek of this corpora 
tion. However, it is understood that the original settlement in 1945 


has been questioned and an attempt is being made to reopen the settle- 
ment. The capital and surplus of the corporation (consolidated with 
its wholly owned subsidiary General Land & Improvement Co., Inc 


at June 30, 1942, was $3 ,645,727.27 (a book value of $421 per share on 


its 8.678 shares of common stock); at December 31, 1951, it was 
$8,174,148 (a book value of $942 per share on its 8,678 shares of 
common stock A review of the independent accountants’ report on 


their examination of this corporation for the vear ended December 31, 
1951, disclosed that during the vear 1951 sales declined $838,S08 to 
$55,605,422. Profit before Federal income taxes declined $895,058 
to $874,788. It was noted that legal and professional fees totaled 
$142,200 in the year 1951, an increase of $91,878 over 1950, and that 
directors’ fees and travel in 1951 totaled $31,470, an increase of 
$19,240 over 1950; 

(8) Wialliam Prym, Inc., V. O. 4309, 4310, and 2168 Office of Alien 
Property vested $358,780.48 owed by the company to William Prym, 
G. m. b. H., Germany (this represented 55 percent of the realizable 
assets of William Prym, Inc., or, if treated as capital, 59.22 percent 
thereof. This evidences control of William Prym, Inc., by William 
Prym, G. m. b. H.), plus certain patents and agreements in April 1945 
No income has been received nor disbursements made on these vest- 
ings per the Vested Alien Property Ledger. In the public accountants’ 
report on their examination of the company for the year ended 
December 31, 1950, they state, ‘The actual dates of payment for this 
loan is a matter to be determined. Under existing agreements the 
loan can be amortized over an extended period.’ At December 31, 
1950, the company had current assets totaling $1,093,000 and current 
liabilities of $275,000, a ratio of 4 to 1; the only other liabilities shown 
on the balance sheet were ‘‘Deferred liabilities’ tota'ine $361,500, 
which includes the amount vested. The total capital and surplus of 
the company at December 31, 1950, was $822,184.56, ineluding 
$126,642.59 net income after taxes in the vear 1950. It would cer- 
tainly appear that the corporation was in a position either to pay off in 
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whole this obligation or to set up a payment plan which would liquidate 
thie obligation within a reasonable period ot time Kither method 
would permit the Office of Alien Property to close out the vesting: 

{y Seeck & Kade. Tne VQ. 17536 and 17593 The Office of Alien 


Property vested 250 share Oot prelterred Stock LOO percent ot issued 
| outstanding) and 500 shares of common stock (50 percent of issued 
and outstanding) of this company in April 1951. This company, 
hich manufactures and sells Pertussin, a cough medicine, has been a 
ery prol table operatio rom its inception in 1922 The independent 
accountants report on the mination of this company at December 
Hoo, a sion for taxes, in the vear 


000 were paid in 1950 
24 at December 31, 1950 





This does not. refl the accumulate arnings of approximately 

SOHO OM ( { Liars The cash balances 

the acco properties were vested on 
Alien Prop at July 3, 1952: 

1( G \ ex ( yn. and its 100 

/ () [i yy and WINS1) 

Vested by the Office « Hen yperty between September 1942 and 

March 1944 \hien Property Ledger ac- 

eounts cove noted that Greenpoint 

Coal Docks wiarv, had been sold for 

S93 000 Durine the riod it Was ‘rated by the Office of Alien 

RP) yperty the ice O 1ler , | had paid $24,437.50 in legal 

fee » i connection with the cor- 

poration’s real-estate holdings. The attorney’s invoice covering his 

is made up of the following item 

Tria t davs at S500 per da $2, 000. 00 

Office 1 197 t2 I at $25 per hour 1, 937. 50 

\ ! fils Its obtained 17, 500. 00 

Total 24, 437. 50 

4) | f 

t f 


2. These are « Mpanies that the Office of Alien Property dees not 
intend to operate or sell, but intends to put out of business through 

ymplete liquidation. The list furnished included the names cf 125 
companies, presumably in the process of liquidation as of that dat 
Qur examination of these companies was handicapped because the 
financial statements as at June 30, 1952. for these companies prepared 
by the Office of Alien Property had not been completed at the time of 
our examination and the latest financial statements available were 
those at June 30, 1951 

Included in this list were 16 business enterprises, which the files 


1 
of the Washington office indicate have been completely liquidated, 
and apparently should not have been included in the list furnisived as of 


June 30, 1952 A further examination of the reeords in the New York 
branch office revealed that some of these 16 enterprises had been liqui- 
dated prior to June 30, 1951, others completely liquidated prior to 
June 30, 1952, and in one or two eases a few assets remain to be realized 
prior to the formal liquidation of the enterprise. 
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Of the remaining 109 business ente rprises stated as being in the 


process of complete liquidation, it has been found that in numerous 
cases there has been no change in the condition of thr enterprise since 
the date of vesting, in some instances dating in 1942 and 1943 Th 
Management and Liquidation Branch of the Office of Alien Property 
has indicated that at this time little direct effort s being made to 
complete the liquidation program insofar as these business enterprises 
are concerned One excuse after anothe has been oiven for the de lav. 
The main reason for the delay is said to be a lack of necessarv personne! 
to complete the liquidations, that other work in th Branch ot a 
current and More mportant natu must ta precedent and, as a 
result, the status of these enterprises remains mostly unchar ad The 


\Ianagement nnd Liquidat a) B anch iy oT is aqieated that thre 


majority Of these enterprises could be complet \ Vvery 
short period of time if they were to concentrate on th pha of tl 
program. There are, however, 8 of these enterprises subject to lit 
tion under section 9 (a) of the Trading With the Enemy Act, as 
amended, and 17 enterprises subject to title cla Inder sectio ; 
of the act. The Office of Alien Property has indi d that until thes 
enterpt eS aul ree Ol ( imbra ie they C3 lot ly complet \ 
liquidated or disposed of 

\fter eliminating th lo compan! as mentioned apvove that h: 
bee : comp! tely liquidated or are subject to only th nal formaliti 
Oo liquidat n, we have analvzed the financial status of the remainn 
109 enterprises \ condensed financial st t of tl Lerprises 
at June 30, 1951, is as follows 
AS 

( t ¢ ’ R 

3 ' 
Liahbilit 

1 3 
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The Silesian American Corp. has been set out separately from 
the group of enterprises in liquidation and is a fair example of tl 
situation that exists in many of the businesses in this group. The 
Silesian American Corp. has approximately $240,000 in domestt 


assets and in excess of $31,000,000 in assets 


it 


ela, We understand 
behind the iron. curtain This corporation has domestic habiliti 
of $4,000,000; and, as there 1: ry little chanee of realizing on the 


foreign assets at this time, nothing can be done in connection with 
the liabilities of the company. Eliminating the Silesian American 
Corp. from this group, the total assets of the remaining enterprises 


amounted to $24,409,290.44. Of these assets, approximately 
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$18,000,000 are considered domestic assets, including approximately 
$12,500,000 in cash At the same time, the aggregate domestic 
liabilities amount to nearly $22,000,000, while liabilities to foreign 
enemy nationals and other foreign nonenemy\ nationals amount 
to approximately $3,600,000. It will be seen that in the aggregate 
these remaining enterprises are insolvent. After eliminating the 
Silesian American Corp., there remains approximately $6,000,000 
in foreign assets and $3,900,000 in foreign liabilities. The Chief 
of the Management and Liquidation Branch has indicated that 
these foreign assets could be vested individually by the Office of 
Alien Property, and the foreign liabilities could, in most cases, be 
vested individually by the Office. If this were done and a con- 
centrated effort made to realize on the remaining $5,700,000 ° in 
domestic assets, these enterprises could be liquidated in a relatively 
short period of time 

It will be noted from the above condensed statement that the 
enterprises included in this group have in excess of $2,500,000 in 
various bank accounts throughout the United States and Honolulu. 
These funds are not available to the Office of Alien Property, as they 
have not been covered into the Treasury. 

3. Of the 19 enterprises in this category, the vested interest in 
Bultfalo Electro-Chemical Co., Inc., Honolulu Sake Brewing & Tee 
Co., and Rohm & Haas Co. was subject to section 9 (a) suits, which 
estops any liquidation or sale of these securities until the litigation is 
resolved. Vested interest in eight additional companies—to wit, 
American Potash & Chemical Corp.; California Holding Co.: Chevy 
Chase Land Co.; China American Tobacco Co.; Empire State Prop- 
erties & Trading Corp.; Neumann-Endler, Inc.; Pacific Trading Co.; 
and Sprav Cotton Mills—-was subject to title claims under section 32 
of the Trading With the Enemy Act, and it is the policy of the Office 
of Alien Property to treat such vested interest in the same manner 
as those involved in section 9 (a) suits. The remaining eight com- 
panies in which the Office of Alien Property has a vested minority 
interest and which appear to be free from litigation or title claims are 
discussed hereafter. 

Cultman Wheel Co., V. O. 18197.—The Office of Alien Property in 
July 1951 vested 132 shares of common stock of a total of 3,300 shares 


issued and outstanding. <A balance sheet at December 31, 1951, 
and profit-and-loss statement for the vear then ended, prepared from 
the company’s books, without audit, was reviewed. It disclosed a 


net worth of $668,715.91, or $224 per share. The company had a 
net profit after Federal income taxes, in 1951, of $89,494.22. It is 
understood that the Office of Alien Property is negotiating with the 
present owners of the business for the sale of these shares. 

imwood Improvement Co., V.O. 9010.— The Office of Alien Property 
vested 14 shares of the stock of this company in May 1947. This 
company was formed to subdivide, as a real-estate development, a 
family farm in York, Pa. The sale of the real estate is nearly com- 
pleted, and the company is being liquidated as the real-estate sales are 
completed 

Fuji Nursery Co., V.O. 16981.—The Office of Alien Property vested 
12°; shares of this company in January 1951. This case is handled by 
the San Francisco office of the Office of Alien Property, and no financial 
information was available in the Washington office. The New York 
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office records indicated that there was no activity in this account since 
vesting. 

Hammacher. Schlemmer & Co.. Ine... V. O. 7586 and 7587 The 
Office of Alien Property, in September 1946, vested 660 shares of $7 
cumulative prior preferred stock (out of 4,411!) shares outstanding), 
660 shares of $7 cumulative preferred stock (out of 4,410's shares 
outstanding), and 440 shares of common stock (out of 3,055 common 
stock outstanding). These securities were offered at public sale in 
June 1952. The only bid received was from the company itself and 
this bid was considered inadequate. The Office of Alien Property 
has indicated that the securities will be offered at publie sale again in 
the near future. The report of the independent accountants’ exam- 
ination of this company at December 31, 1951, was reviewed. The 
net worth of the company at December 31, 1951, according to this 
‘report, was $1,371,689.19 after a reserve for contingencies of $200,000 
had been created. The net profit after Federal income taxes for the 
year 1951 was $112,700.64. 

Heine & Co., V. O. 4123.—The Office of Alien Property vested in 
September 1944, 1,886 shares of common stock (2,136 shares out 
standing), together with three promisory notes, dated May 17, 1935, 
totaling $368,056.97, stated to be held by Heine & Co. A. G., Germany 
In addition an account payable to the German company of $589.91 
dated February 28, 1943, was also vested. This vesting was the 
subject of litigation, but we have been informed by the Office of 
Alien Property that a recent decision has been handed down in their 
favor. The independent accountants’ report on their examination 
of this company, for the year ended February 29, 1952, was reviewed 
It was noted that the company had a net worth at that date, of 
$225,252.59, including a profit of $411.93 after Federal income taxes, 
for the year then ended. However, the company’s balance sheet does 
not include the promissory notes and accounts payable stated to be 
due Heine & Co. A. G., Germany. The accountants note that there 
is a suit pending on the stock and notes and accounts payable vested 
This apparently is the litigation which has recently been resolved 

Melchers, Inc., V. O. 18146.—The Office of Alien Property vested 
400 shares class B stock (100 percent) in July 1951. This is a nonvot- 
Ing preferred stock: also $68,570 owed by Melchers, Ine., to Kong 
Smith & Co. (a German company). The Office of Alien Property 
reports that the amount due Kong Smith & Co. is being paid by Mel- 
chers, Inc., to them, under a plan to pay off this obligation by the end 
of 1954. The independent accountants’ report on their examination 
of this company for the year ended December 31, 1951, was reviewed 
It disclosed that the company carries the 400 shares class B no par- 
value stock at a stated value of $100,000, and that there were ac- 
cumulated dividends not declared or paid on this stock of $5,200 
at December 31, 1951. The company had a net worth of $321,567.46 
at December 31, 1951, including a net profit after Federal income 
taxes of $25,551.59 for the Vvear then el ded The Office of Ali nN 
Property states that this stock will be difficult to sell to anyone but 
the company itself. 

W. Onishi, Ltd., V. O. 4486.—The Office of Alien Property vested 
1,296 shares of common stock S9.05 percent of the outstanding 
stock) in January 1945. The vested alien property ledger disclosed 


that 1.200 shares had been returned to one of the owners. The 
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financial statement available disclosed the fact that the company had 
a net worth of $70,631.59 at December 31, 1951, and a net profit from 
operation in the year 1951 of $12,896.06 
New Pacific Holding Co., V. O. 908.—The Office of Alien Property 
vested 3,452 shares of this company (18.96 percent of the outstanding 
stock) in February 1943 This case 1s handled by the San Francisco 
office, and no financial information on this company was available 
in the Washington office. The Office ef Alien Property stated that 
the company has been put in liquidation by its majority stockholders, 
and when liquidation is completed the Office of Alien Property will 
receive its pro rata share 
In addition to the business enterprises included in the foregoing, 
a& review was made of the accounting records pertaining to the active 
businesses under direct supervision of the Office of Alien Property that 


wert sold or otherwise disposed of prior t » sume 30, 1952 . 
Comments on certain of these business enterprises are as lOlLoOWs 
A CTICOAN / / hy ] (0 p ad Vort] A fie ca Rayo (0) D 


The sale in I) Cel ber 1948 of the American Ben her Corp SCCUTPILLES 
and North American Ravon Cerp. securities, vested by the Office of 
Alien | roperty Was handled as one transaction The proceeds from 


the sale of these securiti amounted to $17,111,126 and the offic 


received a reimbursement from the purchaser for certain sales expense 


in the amount of $65,000 The Office received, therefore, a totab of 
$17,176,126. Hewever, the Office of Alien Property incurred expenses 
amounting to $118,895.37. The Office ef Alien Property reimbursed 
the American Bemberg Corp. and Nerth American Ravon Corp. for 
expenses of sale incurred by them in the following amounts: February 


of 1949, American Bemberg Cerp., $11,265.80, and North American 
Ravon Cerp., $11,265.80; May 1949, American Bemberg Corp 
additional reimbursement for « xpense of sale, $1,870.52, and North 
American Rayon Corp., $2,362.13; August 1949, American Bemberg 
Corp., $10,583.67, and North American Rayon Corp., $10,531.95 
This made a total reimbursement to these corporations of $47,879.87 
In addition, they paid various amounts for advertising the corporations 
for sal In December 1948 this amounted to $4,822.23. Sanderson 
& Porter of New York were paid $11,222.90 for envineeri 
Price, Waterhouse & Co. were paid $17,350 for financial examina- 
tion, and Fulton, Walter & Halley were paid $27,019.96 for legal 
services. When this legal firm was retained, the firm estimated that 
their fees would not exceed $17,500 plus out-of-pox ket expenses 
The additional fee received was due, according to correspondence in 
the files, to extra work required in this sale. Payments to American 
Bemberg Corp. of $10,583.67 and North American Rayon Corp 
of $10,531.95 in August 1949, were made to cover payments to Choate 
Mitchell & Ely, by these corporations for legal services in connection 
with the sale. The correspondence attached to these vouchers indi 
eate that a ceiling price of $25,000 plus out-of-pocket expenses was 
set at the time their services were contracted for; however, the fees 
were later reduced to $20,000 plus out-of-pocket expenses There 
were other miscellaneous expenses paid by the Office of Alien Property 
totaling altogether, as indicated above, $118,895.37 

During the period the Office of Alien Property held these corpora- 
tions they received dividends in the amount of $1,524,849.39 


ye surveys; 
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Amervean Bosch Corp. 

The Office of Alien Property vested 535,832 shares of the common 
stock of this company, and at a later date vested an additional 50 
shares. During the time this stock was held by the Office of Alien 
Property they received dividends in the amount of $1,605,760.56, 
together with the following other meome Roy alties $468.61: cash 
balance of former stockholders, $121,565.60 in one of the New York 
banks, representing dividends paid by the corporation and deposited 
in this account; $2,000 for the sale of trade-marks; and $10 in sundry 
receipts 

During the period that the Office of Alien Property held the stock 
of this corporation they paid out certain amounts for sundry expenses, 
together with settlement of a claim by the Stockholm Bank im the 
amount of $2,600,000 The total disbursements amounted to $2,755,- 
750.20, and included $103,347.97 reimbursement to American Bosch 
Corp. for the expense of the sale 

The Office of Alien Property received, as proceeds from the sale in 
July 1948, $6,044,748 .96 They also reeeived S$85.000 as reimburse 
ment by the purchaser for sales expense, or a total of $6,129,748.96 
After deducting the settlement charges and expense of sale in the 
amount of $2,755,750.20 there remained $3,373,998.76. This balance, 
together M ith div idends and miscellaneous mecome received, amounted 
to $5,103.803.53 In 1952 the Office of Alien Property paid $505,- 
228.62 in Federal income taxes on dividends and other income received 
American Potash & Chemical ¢ orp 

In March 1946 the Office of Alien Property sold 478,194 shares of 
the American Potash & Chemical Corp 

The annual report for the fiseal vear ended June 30, 1946, indicated 
that $90,000 had been received from Glore, Forgan & Co., reimbursing 
the Office of Alien Property for expenses incurred. The total expense 
incurred in behalf of this sale amounted to $139,703.53. The expenses 
were $49,708.08 in excess of the reimbursement, as shown in the 
following tabulation 


Fav Advertising Agency $124. 60 
Do 1, 745. 72 

Do 36. 30 
American Potash & Chemical Cory 10, 000. 00 
Fav Advertising Agency 23. 20 
Hughes, Hubbard & Ewing (professional legal services? 33, 205. 88 
Ad Press, Ltd. (printing, resal 1, 144. 62 
American Potash & Chemical Corp. (miscellaneous expens 52, 990. 65 
Deloitte, Plender, Griffith & Co. (professional services, accounting) 23, 662. 01 
Dav & Zimmerman (professional services, engineering 16, 769. 92 
Railway Express Agency 63 
Total 139, 703. 53 

ss reimbursement by purehasor 90, 000. 00 
Net 19, 703. 53 


Associated Tele phone & Teli graph Co. 

The Office of Alien Property vested 5,201 shares of the $6 cumula- 
tive preferred stock of this corporation These share were advertised 
for sale on November 14, 1951, and only one bid was received; this 
was from Karl M. Loeb-Rhoades & Co. and amounted to $644,924, 
or $124 per share. This is an over-the-counter security, and the 


28592—5 —-4 
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over-the-counter market range in the period of the sale was $134 to 
S140 per share The Karl M. Loeb-Rhoades bid was rejected as 
being too low Two hundred shares were sold over the counter at 
$136.25 per share A private bid of S130 per share for the remaining 
5,001 shares was received and accepted These shares were sold at 
approximately $6 below the market, or a difference of $30,000. 

The Boe hringe 7 Corp and Rare Chemicals, Tne. 

The Office of Alien Property vested 100 percent interest in each one 
of these corporations which had been owned by one German national. 
The proceeds from the sale of this stock to the National Oil Products 
Co. in August 1942 amounted to $40,683.49. Various expenses of 
the sale, including audit fees, appraisal fees, ete., were paid from ad- 
ministrative funds of the Office of Alien Property and are held in 
conservatory expenses at this time, without having been charged to 
this account 
The Ore & Chemical Corp 

The Office of Alien Property vested 100 percent of the common and 
100 percent of the preferred stock of this corporation. In October 
1945 the Office received $245,000 from the sale of this stock Miscel- 
luneous expense was incurred totaling $2,086.69, made up mostly of 
advertising expense to the Fay Advertising Agency in connection 
with the sale. The stock was sold to Bernard B. Armour. In Octo- 
ber of 1943 the Office of Alien Property sold its vested interest to G 
Bruning Tobacco Extract Co., Inc., to Mr. B. R. Armour. Mr 
\rmour, according to information in the Office of Alien Property file, 
is a resident of Englewood, N. J., and is president of the American 
Aniline Products, Inc., 50 Union Square, New York, N. Y. The 
Office of Alien Property also vested 43.33 percent of the Pembroke 
Chemical Corp. and in April of 1946 sold the stock of this company 
to the Ore & Chemical Corp. All three of these corporations are 
now owned by one individual 
Sche rid q Corp Ni Ww ye rsey ad d Vi Ww York 

The Office of Alien Prope rty sold 44,000 shares of the common stock 
of this corporation in March 1952. The Office had also vested 2,225 
shares of the preferred stock which had been redeemed by the company 
for $233,625. Dividends were received on the preferred stock in the 
amount of $94,562.50 and liquidating dividends on the Schering Corp., 
of New York, in the amount of $2,063.41; royalties received amounted 
to $14,356.69; and miscellaneous income of $2.08. The Office of 
Alien Property received reimbursement of sales expense from the 
purchaser in the amount of $89,100 and reimbursement of $7,442.66 
from the Prospect Press, Inc. The common shares were sold for 
$29,131,960. In all, the Office of Alien Property received $29,573 ,112.34 
Among the various charges made to this account, which totaled 
$6,513,368.92, there was a transfer to the administrative expense 
account for direct and administrative expenses, a total of $5.934.761.62. 
Claims were paid in the amount of $155,900 and a compromise 
settlement action with the Swiss Bank Corp., of New York City, in the 
amount of $275,000. Expenses of sale totaled $145,232.80, including 
reimbursement of Schering Corp. of $114,045.61 for its expenses. 
There has been no charge for income taxes set up in this corporation 
account on any of the dividends received 
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In the course of its program the Office of Alien Property vested 
stocks and bonds of various American and forei oOmMpal ; | I) 
were owned by enemy nationals. The sale of these securities was beeun 
in late 1945. With few minor exceptions the sale of these securities 
has been made through the business management section of the New 
York field office. The procedures now employed in the sale of thes 
securities are largely unchanged irom thos: used at its inception in 
1945 | 


When securities, other than bearer bonds, are vested (in some 


stances it Is not possibli to obtain physical possession ol the se ll es 
as they are held in foreign countries) the company by whom the se¢ 

rities were issued is ordered by the Attorney General to issue new 
certificates to replace the vested ones The new certificates are issued 
in the name of the Attorney General These securities are then de- 


livered to the Federal Reserve bank in New York for safekeeping 
Based upon information supplied by the Kec: ral Ri serve bank inh N« \\ 
York as to the securities it has received and is holding in safekeeping 


for the Office of Alien Property, the business ma agement section nm 


New York prepares a list of securities (never less than 12 items) which 
have been ascertained as salabl This list, called the Business M5: 
agement | ist, is forwarded to the \\ ashineton office for review The 


Chief of the Branch, on the basis of this list, writes a letter to the 
Federal Reserve bank in New York ordering it to deliver the securities 
toa brokerage firm selected by him The bro erage Trin wh ( h has 
been informed by letter of the business it is to receive, t 
the sale of all the securities in its regular course of business whether 
securities are listed on stock exchanges or “over the counte! 

It is possible that on the bst of securitres submitted by he Na 
York office there ay be securities which are ineligible for sale due to 
claims which have been filed or suits pending The review of 
Washington office covers this pl ase, and Hf such is the ease the New 
York office is notified as to which securities cannot be sold As the 
ineligible securities become eligible for sale, New York is notified and 
they are included in subsequent sales lists 


An analysis of the sales of miscellaneous securities was pr pared 


by the Office of Alien Property. This analysis details the sales by 
brokerage firms, the amounts realized on the sales, and the commis 
sions paid the brokerage firms for their services. Krom July 1, 1945 
through June 30, 1952, proceeds from the sales totaled $21,332 ,397.52 
from which $157,987.46 was paid in brokerage fees. A total of 36 
brokerage firms was employed in making these sales. The largest 
volume of sales occurred in the fiscal years ending June 30, 1951, and 
June 30, 1952 \ study disclosed that the average commissions paid 
was 0.00741 percent of the proceeds received The brokerage firm 
handling the largest volume of business, 9.27 percent of the total 
during the entire period was Merrill Lynch, Pierce, Fenner & Beang 


It was noted that the average commission paid this brokerage 


was 0.01431 percent. With the sales handled by this firm and 


commissions paid it removed from the total sales and commissions 
the average commission paid to all other brok lropped to 0.00670 
percent. Further, during the period July 1 to June 30 7 | 
the average commission paid to Merril) Li he Ke ( WX 
Beare amounted to 0.01483 pel t, while that ] all ot! broke 


was 0.00707 percent. In this period the sales handled by Merri 
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Lynch, Pierce, Fenner & Beane were 30.7 pereent of the total pro- 
ceeds received in the period During the fiscal year ended June 30, 
1952, the average commission paid to Merrill Lynch, Pierce, Fenner & 
Beane equaled 0.02360 percent of the proceeds received on the sales 
handled by them, while the average commission paid all other brokers 
averaged 0.00614 percent The business handled by Merrill Lynch, 
Pierce, Fenner & Beane in this period equaled 4.9 percent of the total 
in the period 

Based upon this information a detailed examination of all the 
transactions handled by Merrill Lynch, Pierce, Fenner & Beane 
in the two fiscal years was made. The examination disclosed that 
the reason for the higher commissions paid this firm was that it 
handled the sales of a number of large blocks of stock traded in 
on the New York Stock Exchange These sales were made after 
the closing hour of the Exchange and actually no commissions were 
paid but what is termed ‘“‘concessions”’ were allowed the firm to handle 
the sale—e. g., 7,768 shares of American Tobaeco Co. stock were 
sold to the firm with an allowance of 83 cents a share from the clos- 
Ing price of the stock on the dav in which it was sold 

We were informed by the Office of Alien Property that there 
remained approximately 3,900) blocks of securities unsold. The 
Management and Liquidation Branch was requested on December 
23, 1952, to furnish a list of the securities that are elhgible for sale 
at this time, showing the date they became ehgible for sale. Due 
to the short notice of time, this list has not vel been received 

There follows an analvsis of sales of corporations and unincor- 


porated enterprises sold as rong concerns 
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44 TRADING WITH THE ENEMY ACT 


With respect to the policies being used for the appointment and 
employment of personnel both in the Office of Alien Property and in 
obtaining the various services for business enterprises and property 
being administered under the act, the course of the administration of 
the Trading With the Enemy Act during the period from December 18, 
1941, to the present can be divided into two phases: the period from 
December 18, 1941, to October 14, 1946, when this service functioned 
as the independent Office of Alien Property Custodian, and the period 
from October 15, 1946, when it functioned as the Office of Alien 
Property of the Department of Justice. 

The personnel policies of the initial phase have, as yet not been 
determined. The policies pursued during the second phase were 
developed through conferences with responsible present officials within 
the Office of Alien Property and with the Deputy Attorney General 
of the Department of Justice. These policies are: 

Mr. Ross L. Malone, Jr., Deputy Attorney General, was interviewed 
by staff members for the purpose of ascertaining the policy under 
which the Department has acted in the employment of attorney 
personnel. Pursuant to a request, Mr. Malone set out this policy by 
letter to the counsel, dated December 29, 1952: 


DECEMBER 29, 1952. 
Mr. A. W. Sapp, 
Counsel, Senate Judiciary Subcommittee on Trading With the Enemy Act, 
Washington, Dp: ec, 


My Dear Mr. Sapp: Pursuant to an informal request made by representatives 
of your staff, I am glad to furnish you herein a statement of the Department’s 
policy and procedure with respect to the appointment of attorneys in the several 
legal divisions. This policy and procedure has applied to the Office of Alien 
Property since the transfer thereof to the Department of Justice on October 16, 
1946 

While the Office of the Deputy Attorney General acts as a central interviewing 
office for attorney applicants, it does not exercise a rigid control of the recruitment 
and selection of attorneys. The actual recruitment and preliminary selection of 
attorneys is largely decentralized into the various legal divisions, including the 
Office of Alien Property. Applications filed centrally in this Office, as well as 
applicants applying to this Office, are referred to the legal divisions having 
vacancies at the particular time. Applicants who determine in advance which 
division they are particularly interested in frequently apply directly to that 
division and may be preliminarily selected and recommended for appointment. 

After a preliminary selection of an applicant, the application form is sent to 
this Office with a request for an investigation by the Federal Bureau of Investi- 
gation. Upon completion of this investigation the Legal Division is advised 
whether or not, based upon a review by this Office of the Form 57 and the FBI 
investigative reports, the appointment will be cleared. The Division then submits 
a formal recommendation for the appointment of the individual, which is cleared 
through the budget office of the Department for certification as to the availability 
of funds, and is then forwarded to the Deputy Attorney General for final approval. 

The minimum experience prerequisites for the several attorney grades are 
those established by the former Board of Legal Examiners, which have been 
accepted generally by the various Government agencies in the recruitment and 
appointment of attorneys. These minimum standards, which are in addition to 
graduation from a recognized law school and admission to a State bar, are as 


follows: 


Grade GS—5 No experience. 
Grade GS-7 = One year of experience. 
Grade GS-9 Eighteen months of experience. 


Grade GS-11 Three years of experience. 

The foregoing are minimum standards and are applied as such. However, it 
should be borne in mind that since the end of World War IT hostilities the recruit 
ment of lawyers in the Department of Justice has been confined almost exclusively 
to veterans, and the beginning grade for veterans without experience has been 
GS-7 instead of GS-5. 
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As of October 7, 1952, a poli was adopted ma i lal attor 
appointments subject to a 6 months’ trial period so a o require that 
aflirmatively demonstrate their qualifications prior to indefinite appointment 

sincerely, “a 


toss L. Manone, Jr 


Since the administration of alien property by the Department of 
Justice, there has been no mass recruitment of 


1 attorneys, but that 
rather the situation has been the filling of 


ecasional vacancies as 
they arose. In general, the branch chief in whose branch the vacaney 


: 
exists locates the attorney from his own acquaintanceship or learns 


of a promising attorney from some judge, law firm, or other Govern- 
ment agency. In other cases, persons who apply directly to the 
Office at a time when attorneys 7 needed, and are approved by 
interviewing officials, are iploved 

Al] business analvsts and clerical PeCrsonm | a! c nploved by th 
Office of Alien Property in accordance with established Civil Servic 
C onmimission reguiation The determination of qualifications of all 
Sti¢ emniovees 1 aae DV th Commi SION ana Lol by the Office i 
Alien Propert The hiring of employees must be made from a list 
tl nishe \ Lie COMMISSION OF ¢ thie basis of transfe 5 Ol persons 
wil status from other Go nment agen with Commission ap 
proval This system ot ht I according to the Offies ol Alien Prop 
erty official, differs in no wa ironoh that in eect throughout the 


Government service 
The forms 57 (standard form tor Government « mplo ment), whi h 
] 2% } | ‘ j } Py : 
were Made avaliable by the Attorney General in leu of the requested 


personne! information, disclose in most cases the individuals had 


listed ce rees attammed tron colleges, universities and law 


g aw schools 

In manv cases no formal education beyond hieh school was listed: 

however, sufficient prior training in businesses or the Department of 

Justice was recorded to give evidence that sufficient qualifications 
existed if the Forms 57 were taken at face value 

It was found that a great number of the present employees were 


employed in the early 1940’s and many have represented the Govern- 


ment’s interest as officials ana cirt ctors of sometimes as Many as 50 

to 75 corporations. These persons have not undergone the now 
t 

routine Federal Bureau of Investigation investigation for Justice 


employees. In the case of one employee, a 7-year period for which 
ho employ ment was o1ven Was found on the orm O7 TeV iewed Inso- 
far as can be determined, the individual has never been investigated 
for Government empioyment 
A search of a lin iled number OL bhames of preset i and forme! em- 


7 
ploves s of the Office of Alien Pi yperty was made hrough the files 
of the House Committee on Un-American Activities This search 


and other routine imqui everled th everal persons, who are 
apparently identical with present officials of the Ofhee of Alen 
(v1: ] | | y : 

Propertv, have been named as affiliate with the American Le: 
> : ; cd _ ; : 

for Peace and Democracy, and t! Vatiobalr Lawyel (aul i] me 
‘ oe P 3 rm | ’ , ntact +} 
instance, a person of the same hame & i} ota present otheial of ie 


i }? 
Office of Alien Property was listed in the Daily Worker, ¢ 
newspaper, as a signer of a statement m Gelense ol the Communist 
Party. The American Leag ie for Pe; ce al d Democracy has een 


; ‘ ‘ rn 
cited as subversive and Communist DY the Attorney Gene ae The 
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National Lawyers’ Guild has been citied as a Communist front by the 
House Committee on Un-American Activities. 

An examination and review of the policies pursued in the obtaining 
of various services for business enterprises and property being ad- 
ministered under the act during the administration of the Department 
of Justice appears to have been a twofold procedure: (1) the appoint- 
ment of minor or routine services; and (2) the appointment of major 
rr more lucrative services. The former were handled in an established 
manner on a basis of policy or de legated authority, while the latter 
were made at the discretion of the Assistant Attorneys General in 
charge of the administration of the office, or their superior within 
the Depariment of Justice. 

The policy of the office was explained December 5, 1952, by Row- 
land F. Kirks, by letter: 

DECEMBER 5, 1952. 
Mr. Armistead W. Sapp, 
Chicf Counsel, Special Subcommittee of the Judiciary Committee, 
United States Senate, Washington, D. ¢ 

Dear Mr. Sapp: Reference is made to your letter of November 20, 1952 (your 
file No. K208-104), making inquiry concerning services rendered with respect to 
business enterprises and property administered under the Trading With the 
Enemy Act. 

For the sake of convenience, points | and 2 of your letter will be discussed 
jointly, first with regard to business enterprises and then with regard to real 
property, tangible personal property, miscellaneous securities, and interests in 
estates and trusts. 

BUSINESS ENTERPRISES 


The following are the more important services used from time to time by one 
or more of the business enterprises now or formerly under the control of this 
Office: 

Legal. 

Accounting. 

Advertising. 

Insurance. 

Public relations, 
Management engineering. 


Legal 


Generally the retainer of attorneys for specific legal problems and specific 
litigation of a minor or routine nature is handled by the enterprises without 
reference to this Office. The choice of attorneys for inrportant litigation or 
other important legal work is made by the companies after consultation with 
this Office. 

In cases of sales of stock in vested business enterprises involving the prepara- 
tion of a registration statement, this Office directly designates both the attorney 
who is to prepare the registration statement and the attorney who is to act as the 
representative of the successful bidder. 

Accounting 


All accountants employed to audit books of business enterprises must be 
certified public accountants. Accountants are hired by the companies after 
consultation with this Office. 

Accounting services for purposes of the preparation of a registration statement 
are usually furnished by the then auditors of the company. 

Advertising 


Advertising services purchased by vested enterprises for promotion of their 
products are obtained by the enterprises themselves without reference to this 
Office. 

This Office has itself taken advertising space for the purpose of publicizing 
the sale of vested interests in business enterprises. Such advertising has been 
obtained through advertising agencies in the locality of the sale. 


inated 
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Insu rance 

Generally vested companies contract for insurance without reference to this 
Office. In a few scattered instances insurance coverage has been procured after 
consultation with this Office 


Public relations 


Only two companies have availed themselves of the services of a public-relations 
firm. This Office took no part in the selection in either ca 


Management engineering 


In cases where the board of directors of a company has deemed it advisable, 
such firm has employed management engineering experts. This Office took no 
part in the selection of such experts. In a few instances, however, this Office 
has itself designated management engineering firms to make surveys of vested 
enterprises for the purpose of evaluating them prior to the sale of vested interests 
therein. 

REAL PROPERTY 


The services engaged by this Office in connection with its administration 
of vested real property and vested interests in real property consist of 
Appraisals 
Management services 
Services of sales agents 
Insurance. 
Repairs 
Adve rtising 
Commissions 


Appraisals 


This Office ordinarily employs the appraisal committee of the real-estate 
board in the locality where the real property is located if such a committee is 
in existence. If there is no appraisal committee, a request is made to the local 
real-estate board for its recommendation of a reliable appraiser. In the event 
there is no real-cstate board in the community, this Office selects an appraiser 
from a roster of leading real-estate firms throughout the country If the com- 
munity is too small to be represented on this roster, this Office writes a bank 
in the community for its recommendation of a reliable appraiser 


Management services and services of sales agents 


Persons or real-estate firms to manage vested real property are selected from 
the community in which the property is located. Similarly, when such prop- 
erty is sold by public sale, the person or firm to handle the sale is selected from 
that community. In most instances management agents and sales agents are 
members of the local real-estate board 


Insurance 

When the real property is covered by insurance at the time of vesting, cover- 
age by the same insurer is continued in force and is renewed as it expires. In 
the relatively few instances where it is necessary to take out initial insurance 
after vesting, it is purchased from a local insurance agency 
Repairs 

Contractors to make repairs to vested real property are selected by the man- 
acing agent if the repairs come to less than $100. If they exceed that sum, 
he is required to obtain bids from three local contractors and to submit them 
to this Office. This Office then makes the award by authorizing the manage- 
ment agent to employ the low bidder 


Advertising 

Advertising necessary in connection with the public sale of vested real property 
is placed by the sales agent in newspapers of his choice. 
Commissions 


In some instances of sales of real property through sealed bids, the high bid is 
submitted by a broker on behalf of a client and provides for the payment of a 
commission to the broker out of the bid price. After the bir tis accepted and the 
sale consummated, this Office pays the commission as stipulated. 
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In cases where no satisfactory bid is received at a publie offering of real property 
and all bids are rejected, this Office may list the property with real-estate brokers 











in the community. In the event of a sale after such listing, this Office pays a 
commission at the going rate to the broker who effected the sale 
TANGIBLE PERSONAL PROPERTY 
The only services required in connection with the administration of vy 
ble personal property are appraisal and sale services Almost all tang 
personal property is collected and held by our field offices in New York, San 
Francisco, and Honolulu These offices arrange for competent appraisers and 
ul as required, 
MI KOUS SECURITIES 
\ 1 irketable securi are sold through the usual channel th is 
ock exchange ul ( he-counter marke \ customary in 
th f ne of 1 Office ¢ ‘ he s 0 1 5 
\ ¢ Pp of ( OUS st i from July 
, 46 { yu J it) Q52 hed to 1 | ! tter of Oceto 29 
, r»tt for ‘ Mr. Bard oO il 
NTE] l I A > TRUSTS 
( ‘ nas ¢ p ( ] ul ¢ 4 number of ¢ ind S 
i i 0 ! ara ip 5 of | ( e 
193 (7 FI 20) Su \ r ned ) CA j 
bate pro rend 
| u? to po > Ol i? ( to ute hat fOrina yn ou 
OW hand Lt PiTne is admit ered Li t usand par { 
{real prop v and \ indred 1 p I ith s i 
und inte in estates and trusts and other assorted items o ed property 
i er the unt itl vou ju ) | ire hn of t file L/or 
uch of paid \ f this Offic egard to f tl tod ite rf 
1) { mid cases of te is} enterprise \ ild 1 ( ( f the 
f terprise Ne * se O terpri ! ha been 
} information no lo r available to t} Office « pt | 1U rom 
‘ 1) ~ 
Y « re micer i fore tha bh Othe col ot ¢ ib | 
oO vou | e re 1 conee! ! foe und tl I of t tees 
without devoting a large part of its personnel to that task f oO ible p { 
‘ i If 1 wivh infe on coneernil speci n howeve | ill 
endeavor to obt ch inf wt1ol equest In this ¢ ( mn | ht 
i nt! re} ) wd Vi" Ler rprl vhich tl 7) nas furl | 
‘ \\ oO oO Vou e! of legal and accounting fee paid 
10 enterp ibs ent to v I 5 repor were furnished on the 
followin 
cherit y Corp 
Spur Distributing Co., Ine 
J. M. Lehmann Co., In 
ra lli Branea & ( ss Ine 
llarvard Brewing C 
General Aniline & Film Corp 
General Dvestuff Corp 
ky. Leitz, Ine 
Carl Zei Ine 
Jaseo, Ine 
> ( « I 1 lt 
NA l Derk ( [ne 
iit an Baseh & Cx Tr 
In add yn, t bo nento 1 analysis of the sales to miscellaneous securities 
he comn ions which have been paid to various brokerage firms by this 
Oflic connec 1 with tho les 
Sincerely ul 
ROWLAND F, Kr 
1s lant Attorney General, 


D ‘eclor, Office of 1iien Property. 
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A compilation of officials, directors, and attorneys of vested busi 
ness enterprises lists several thousand. Many are individuals who 
occupied the positions before vesting and were permitted to remain 
Others are Government appointed 

[t appears in some cases that former emplovees of the Office of 
(lien Property were permitted to remain on boards of directors of 
vested businesses after leaving then Government employment and 
may have drawn the usual director’s fees paid to nonemplovees 
Further inquiry into this entire matter by identifving all of the 
officials and directors appointed, determining the circumstances of 
their appointment and determining the amount of fees paid formet 
employees of the Office of Alien Property as directors, Is necessary to 
complete this study 

Salaries of officials are quite large in some instances, and in at least 
one instance an individual drawing approximately $7,000 per yea 
as salary was rewarded with $30,000 per vear starting salary by the 


vested business enterprise Attorneys’ fees for 13 companies total 
more than $4 million Whether earned and whether proportionate 
to the assets vested must be determined The 1 » companies referred 


to have paid legal fees as follows 
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The question of maximization of the funds to be made available to 
the war claims fund for payment of claims of former civilian internees 
is essentially involved in every phase and activity of the Office of 


Alien Property. Exorbitant attorneys’ fees or salaries reduce the 


net value of that business ents rprise by misuse of its assets. If claims 
are not properly handled and personnel is not properly selected for the 
administration of the affairs of the Office of Alien Property, all can 


result in extravagance and waste Che fins 


iInces and accounting ol 
the Office of Alien Property reflect, in some large measure, the answet 
to the maximization question 

The administrative expenditures of the Office of Alien Property 
Department of Justice, are not financed out of general Treasury funds 
but rather with funds derived from seized property or received in 
connection with its administration. The authority for the administra- 
tive expenditures of the Office was initially provided through Execu- 
tive orders, but more recently through acts of Congress 

The means of financing the administrative expenditures of the 
Office were originally prescribed by Executive orders which provided 
essentially for the use for this purpose of funds under the control of 
the Office Beginning with the fiscal vear 1945, the amounts expend- 
able have been governed by annual authorizations bv Congress 
The means of financing administrative expenses provided by the 
Executive orders are as follows 

1. The administrative fund r maining from the World War I alien 
property custodianship 

2. Funds derived from property vested in World War IT, including 

(a) General eivoan' sia to the administrative fund of cash derived 
from property vested in World War II] 

b) Recoveries of naan s; from vested enterprises and othe 
properties. 

3. Recoveries of expenses incurred in representing persons residing 
behind enemy lines, in court, or administrative actions or proceedings 
t. Miscellaneous receipts oceurrine from activities of the Office 

The use of World War | administrative expense funds was author- 
ized by Executive Order No. 9142, which transferred the World Wat 
I Alien Property C milan! unctions from the De = ent of Justice 
to the Office of Alien Property @ ustodian The use f funds derived 
from World War [| vested property Wis caasided by Executive 
Order No. 9325, issued for the specific purpose of authorizing the 
Office to defray its expenses out of the proceeds of vested property; 
such properties mav be used whether or not the amounts expended 
are practicably allocable to a specifie property The section of 
Executive Order No. 9193 delegating to the Custodian responsibility 
for the representation of persons residing behind enemy lines, in 
court, or administrative proceedings includes a provision that the 
costs and expenses of such representation may be recovered by the 
vesting of a portion of the property in which the person represented 
is found to have an interest equal to such costs and expenses. Mis- 
cellaneous receipts have come into existence through the sale by the 
Office of cepublished foreign publi ations, the sale of catalogs des rib- 
ing vested patents, and in other similar ways. 

The Independent Offices Appropriation Act (Public Law 358, 78th 
Cong., 2d sess.) enacted on June 24, 1944, provided for congressional 
authoriz: ations of expenditures after January 1, 1945. W hile this act 
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did not specifically refer to the Office of Alien Property Custodian, it 
was considered that its spirit required the Office to request from 
Congress authorization to make expenditures for the 6 months begin- 
ning January 1, 1945. Section 213 of this act, an amendment proposed 
by Senator Russell, of Georgia, provides as follows: 


After January 1, 1945, no part of any appropriation or fund made available by 


this, or any other, Act shall be allotted or made available to, or used to pay the 
expenses of, any agency or instrumentality, including those established by Execu- 
tive order after such agency or instrumentality has been in existence for more than 
one vear if the Congress has not appropriated any money specifically for such 
agency or instrumentality or specifi ally authorized the expenditure of funds by it 


Although the act related only to expenditures subsequent to January 
1, 1945, the Office of Alien Property Custodian considered it preferable 
to base its request for authorization on the entire fiscal year ending 
June 30, 1945. Accordingly, the agency’s budget of $4,000,000. for 
administrative expenses for the fiscal year, which had been previously 
reviewed and approved by the Bureau of the Budget, was examined by 
Congress and an authorization permitting this expenditure was 
included in’ Public Law 529, approved December 22, 1944. The 
section of this law applying to the Office of Alien Property Custodian 
is as follows: 


The Alien Property Custodian is hereby authorized to pay out of anv funds or 
other property or interest vested in him or transferred to him all necessary expenses 
incurred by the Office of Alien Property Custodian in carrying out the powers and 
duties conferred upon the Alien Property Custodian pursuant to the Trading 
With the Enemy Act of October 6, 1917, as amended (50 U. S.C \pp : Pro 

d, That not to exceed $4,000,000 shall be available for the entire fiscal vear 

15 for the general administrative expenses of the Office of Alien Property 
( ustodiar ‘ including the obiects as specified In section 201 of the National W ar 
Agency Appropriation Act, 1945, printing and binding, rent i+ the District of 
Columbia, and all other necessary geceral administrative expenses: Provided 
further, That after June 30, 1945, the Office of Alier Property Custodian shall not 


incur any obligations for the expenses of said Office, except pursuant to a further 
annual authorization by the Congress specifically therefor. 

This provision permitted the defraying of the expenses of the Offce 
of Alien Property Custodian from the same sources provided by the 
Executive orders cited above. The only change was that the ex- 
penditure of the funds was now authorized by an a¢t of Congress. 

On October 15, 1946, the administration of alien property was 
transferred from the independent office of Alien Property Custodian 
to the Department of Justice. It was not until the fiscal vear 1949, 
however, that the Department of Justice transferred from the Office 
of Alien Property all of the administrative accounting records to 
the Administrative Division of the Department of Justice. During 
the fiscal vear of 1949 the Office of Alien Property transferred $50,000 
of its administrative funds to the administrative department of the 
Department of Justice for the performance of these administrative 
functions for the Office of Alien Property. In the fiscal years subse- 
quent to that date, including the fiseal year ended June 30, 1952, 
the Office of Alien Property has transferred annually to the Depart- 
ment of Justice for these administrative functions an amount of 
$100,000 from its administrative authorization. 

While this amount has been authorized for transfer, there is appar- 
ently no responsibility on the part of the Devartment of Justice to 
account to the Office of Alien Property for the expenditure of this 
fund. There are no records in the Office of Alien Property showing 
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the actual expense incurred by the Department of Justice arising 
from the assumption of certain administrative functions for the 
Office of Alien Property. Presumably the amount transferred to the 
Department of Justice Is to compensate for additional personnel and 
other office expenses aue to the nda d b irden of handling the Office 
of Alien Property administrative functions The amount. trans- 
ferred to the Administrative Division of the Department of Justice 
should be based upon actual expenditures of the Department of 
Justice and not the mere transferring of a round sum totaling $100,000 
per annum to be ( ymmingled with the budeet of the Department of 
Justice. The budget of the Department of Justice is appropriated 
out of the General Treasury funds. In the absence of an actual 
accounting by the Department of Justice for its expenditures in con- 
nection with the Office of Alien Property administrative oe 
there is nothing to indicate whether or not the Department of Justice 
has expended more or less of this fund on the administrative affairs 


of the Office of Alien Property 


REPRESENTATION COSTS AND EXPENSES 


As indicated above, under Executiy Order No. 9193, delegating 

to the Custodian, and subsequently the Office of Alien Property 
responsibility for the representation of persons residing behind enemy 
lines, in court, or in administrative proceedings, there is included 
proy ision that the costs and expenses of such representation may be 
recovered by the vesting of a portion of the property in which tlhe 
person represented is found to have an interest equal to such costs 
and expenses. 
Since the date of this Executive order, the Office of Alien Property 
ad — representation costs and expenses in the amount of 
353,936.46, which amount was duly vested in accordance with the 
xec ee order. All of this amount has not been collected, howevel ; 
and, due to various reasons, $8,512.10 of these charges have been 
written off as uncollectible. Of the remaining balance, amounting to 
$345,442.36, there has been actually eg am $333,700.10. A balance 
of $11,724.26 remained uncollected at June 30, 1952 

In conversation with employees of re Comptroller’s office in New 
York, the impression has been gained that very little effort is being 
made at this time to collect these unpaid balances, and that from time 
to time orders come from the Washington office to write off certain 
amounts as uncollectible As indicated above, a total of $8,512.10 
had been written off at June 30, 1952. Employees have stated that, 
during the active participation in this program during the war, the 
Office of Alien Property, through the Department of Justice, made a 
concentrated effort to collect these fees, using the United States 
attorneys in the field. At this time, however, the collections are 
slow and of small amounts, and there is no estimate as to what portion 
of the remaining balance will be eventually charged off. Vested costs 
are charged off on instructions from the Washington office. The 
Washington office is furnished with a list of the uncollected items at 
irregular intervals with a request for instructions as to what action 
is to be taken. 

A review was made of the items written off aggregating $8,512.10, 
and the basis for writing off these items appeared to be reasonable 
In certain cases. vesting orders were issued after the funds had been 
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disbursed in litigation or the funds had been disbursed without heed 
to the vesting order In some cases the estate through which the 
funds arose was insolvent before distribution. In other cases the 
funds were distributed to the beneficiaries whose interests bad been 
protected by the Office of Alien Property, and at the time collection 
demands were made there were no funds available to pay these costs 

\ concentrated effort should be made to collect the unpaid balance 
of these accounts aggregating $11,724.26. In the future, the vested 
interest in the property obtained under this procedure should be pro- 
tected in the same manner as other vested property in the hands of 
the Office of Ahen Property The actual costs and expenses incurred 
by the Office of Ahen Property are rather small in each case, and it 
appears that these costs and expenses were well covered by the interest 
of the person or persons represented, and no account should be lost 
due to negligence on the part of the Office of Alen Property to enforce 
collection No doubt the Ss rall dollat value of the vested interest and 
the time and effort necessary to collect these accounts has been the 
reason tol the lack of an AgETeSSIVe collection program. 


ADMINISTRATIVE EXPENDITURES 


As stated above, the administrative expenditures of the Office of 
Alien Property are not financed out of General Treasury funds, but 
rather with funds derived from seized property or reecived in connec- 
tion with its administration. From April 21, 1942, through June 30, 
1952, the administrative expenditures of the Office of Alien Property 
amounted to $40,801,226.11. Included in these expenditures are 
unliquidated obligations at June 30, 1952, as follows: 


1949 $2, 670. 07 
1950 19, 269. 71 
L951 117, 864. 44 
1952 304, 570. 64 

Total 144, 374. 86 


The administrative expenditures were financed through the fiscal 
vear 1944 by Executive orders which prescribed the source of funds 
for this purpose and the amount to be expended. Beginning with the 
fiscal year 1945, the amounts expendable have been governed by 
annual authorizations by Congress. The following table indicates 
the amount of the authorization for each of the fiscal years through 
June 30, 1952, the actual administrative expenditures, including 
unliquidated obligations, and the balance of unobligated funds 
remaining for each of the fiscal years included: 

Administrative Balance of 


Administrative 
. authoriza- 
expenditures 





suthorization tlor 

Apr. 21, 1942, to June 30, 194 $4, 558, 827.57 | $4, 558, 827. 57 0 
Fiscal year ended June 30, 1944 5 301, 025. 00 4. 945, 475. 29 $355, 549. 71 
1945 4. O00. OOO. OL 3, 957, 483. 74 42, 516, 26 
1u4t 563, 200. Of s, 446, 821. 02 116, 378. 98 
1947 + 933. 000. 00 3, 892, 919. 92 40, OSD, OS 
1948 +, 709, 000. OO 3, 699, 439. 22 60. 78 
1949 4, 300, 000. 00 4. 2908, 458.76 | 1, 541. 24 
IOV 4, O80, OOO. OO 4, O72, 261. 08 7, 708. 97 
1951 4 150. 009. 00 4 O61. 698. 64 | 88. 301. 36 
1952 + 869. 300. 00 3, 867, 840. 92 1, 459. 08 


Potal_- 41, 455, 352. 57 40, 801, 226.11 | 654, 126. 46 
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It will be noted that ther a balance of unobligated funds in the 
amount of $654,126.46 These funds cannot be used by the Office of 
Alien Property to defray any future adm histrative expr nditures as 
this amount has not been transferred from vested property to the ap 
propriated funds with the disbursing officers The balance as shown 
at the end of each of the fisea] vears is merely a record of the unex- 
pended authorization for each of he fiscal vears If the Offiee of 
Alien Property had received its appropriation out of the General 
‘Treasury funds, it would have been mandatory for th Office to hav 


returned the unobligated balances at the end of each year to the 
General Treasury; however, as the authorization to cover expendi- 
tures Is made from vested property, only the amount necessary to 
defray the actual expenditures is transferred from the Attorney 
General’s account of vested property to the administrative fund fot 
disbursing by the authorized disbursing officers. 

According to the postclosing trial balance for the vear ended June 
30, 1951, prepared by the Administrative Division of the Department 
of Justice covering the administrative records of the Offiee of Alien 
Property, there appeared under ‘Unliquidated obligations’ the 
following balances 


1943 $12, O85. 43 
1944 14, 188. 28 
1945 @, 728. 54 

Total 34, 002. 25 


On the postclosing trial balance for the fiseal vear ended June 30, 
1952, these unliquidated obligations for those years have been re- 
turned to the status of unobligated balances. It is our understanding 
that this was done in accordance with instructions received by Mr. 
Andretta of the Department of Justice from Mr. Baynton, Director 
of the Office of Alien Property, on May 23, 1952. In reconciling the 
accounts as they appear on the books of the Office of Alien Property 
maintained by the Comptroller in New York with the administrative 
accounts maintained by the Department of Justice, it was found 
that the 1943 balance of $12,085.43 was not handled in the same 
manner by both offices. The Comptroller's records in New York 
appear to be correct, however, as the expenditures for the period 
April 21, 1942, through June 30, 1943, were authorized in full. As 
this was an open-end appropriation, there could be no unliquidated 
obligations, and the Department of Justice has corrected this entry 
after we disclosed the fact that the administrative records were not 
in agreement with the control accounts maintained in the alien 
property records in the Comptroller’s office of the Office of Alien 
Property. 

As stated above, the actual expenditures, including unliquidated 
obligations at June 30, 1952, amount to $40,801,226.11. The Office 
of Alien Property construes the source of these funds as having been 
derived from four sources, namely, (1) transfer of administrative 
funds from World War I account, (2) conservatory and administrative 
expense recoveries, (3) miscellaneous receipts, and (4) unallocated 
vested property. 

The following table sets forth the interpretation placed upon the 
source of these funds by the Office of Alien Property 
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Transfer of funds from World War I account $4, 063, OSS. 71 
Conservatory expenses recovered under sec 
32 (p¢ “eae 795. 44 
Administrative expenses recovered under sec 363, 653 32 
34 (d 
Administrative expenses recovered from Philip- 
pine vested property 30, 955. 96 
Administrative expense to Oct 13, 1946, 
charged to Philippine Alien Property Admin- 
istration 124, 214. 14 
Represe ntation costs and expenses vested by 
authority of Executive Order 9193 345, 424. 36 
Administrative deductions, World War I 144, 956. 54 
Expenses reeovered, World War I 58, 788. 69 
Expense s recovered from vested ¢ nterprises 281, 137 31 
5. 597. 225. 76 
3) Sales of patent catalogs and abstracts 193, 273. 62 
License fees 172, 550. 40 
Reeeipts from sale of furniture and equipment 19, 050. 63 
Periodical republications receipts 239, 229. 81 
Miscellaneous receipts 60, 6438. 65 
714, 748. 11 
4) Transfer of funds from World War IT aceount 30, 426, 163. 53 
Total 10, SOL, 226. 11 


: he Office of Alien Property continues to follow the same procedure 
as it did at its inception in 1942 by classifving the source of its ad- 
indeseninrs funds as set forth in the original Executive orders. 
They carry, as a separate account, the amount of the fund ene 
from the World War I Alien Property Custodianship transferred | 
secutive order. This amounted to $4,063,088.71. Other Exec tes 
orders provided that funds be provided from property vested in World 
War IT, including general transfers to the administrative fund of cash 
derived from property vested in World War II, recoveries of direct 
expenses from vested enterprises and other properties, recoveries of 
expenses incurred in representing persons residing behind enemy 
lines, in court, or administrative actions or proceedings, and mis- 
cellaneous receipts accruing from activities of the Office. 

Conservatory expenses recovered under section 32 (¢) of the Trad- 
ing With the Enemy Act, as amended, in the amount of $247,795.44 
represents lawyers’ and auditors’ time and other miscellaneous ex- 
penses paid by the Office of Alien Property from their administrative 
funds for the benefit of the properties vested. This amount has ac- 
tually been charged to specific alien accounts. This does not repre- 
sent all of the conservatory expenses by any means, as the general 
records indicate that, at June 30, 1952, conservatory expenses aggre- 
gating $6,024,898.14 had not been charged to specific alien accounts. 
Administrative e xpenses charged under section 34 (d) of the Trading 
With the Enemy Act, as amended, in the amount of $4,863,653.82 
represent an arbitrary charge for administrative purposes of 20 per- 
cent of the value of the vested property. This amount has actually 
been charged to specific alien accounts. The administrative expense 
charge applicable to other alien accounts has not been made, and at 
this time the Office of Alien Property is unable to state the actual 
amount of administrative expenses that should be charged to alien 
accounts. The Comptroller has stated that it would take months 
of work on the part of his staff to go back through some 45,000 ac- 
counts and make this administrative charge to those accounts upon 
which it is proper at this time that such charge should be made. 
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Administrative expenses recovered from Philippine vested prope rty 
in the amount of $30.955.96 represents the arbitrary charg > by the 
Custodian’ or the Office of Alien Property 


against the Pidlionine 
property vested in the same n 


lanner as the administrative expense 
recovered from other properties under section 34 (d) of the Trading 
With the Enemy Act, as amended \dministrative expense prior to 
October 13, 1946, charged to the a Alien Property Admin- 
istration in the amount of $124,214.14, represents administrative 
expense in behalf of the Phillip) ine Allen Property Administration 
prior to that date Representation costs and expenses vested by 
authority of Executive Order No. 9193 in the amount of $345,424.36 
have been discussed on page 61 of this report Administrative 
deductions World Waza I aceounts in the amount of $144.956.54 
represents the arbitrary administrativ retention of property for 
administrative purposes in accordance with the aet, and charged to 
properties held under the custodianship of World War I accounts. 
Expenses recovered from these 


accounts in the amount of $58,788.69 
represents the recovery of conservatory and other expenses charged 
directly to W orld \\ ar | prope rity accounts Kxpenses recovered 


from vested enterprises in the amount of $281,437.31 represents 
recovery of advanced direct expenses 
which have been reimbursed by thos 


Sales ot patent catalogs and al 


in behalf of vested enterprises 
enterprises 

stracts, license fees, receipts from the 
sale of furniture and equipment, periodical ity lication receipts, and 
miscellaneous receipts aggregating $714,748.11 represents the only 
real income administratively received by the Office of Alien Property 
These receipts are true income to the Office of Alien Property a 1d 
have been paid in by outsiders The balance aggregating S9,660,- 
314.47, represents mere transfers of funds by bookkeeping entries or 
partial recoveries of administrative funds or vested property funds 
paid or accrued which have been partially recovered. It does not repre- 
sent new funds coming into the hands of the Office of Alien Property 
as does the receipts from the sale of patent catalogs, periodical repub- 
lications, and other miscellaneous receipts aggregating $714,748.11. 
In the preparation of financial statements of vested property accounts 
the Office of Alien Property has used such terminology to give the 
impression that, except for the transfer of funds from World War I 
account used for administrative expenditures to June 30, 1944, the 
Office has operated on an aggregate of $30,426,163.53 of World War I 
vested funds, when actually all of the funds expended for administra- 
tive purposes have been derived from either vested property of World 
War I or World War I], with the exception of $714,748.11 received 
from outside sources. 

As previously indicated, during the fise ‘al vear 1949 all the admin- 
istrative accounting was transferred from the administrative office 
of the Office of Alien P roperty to the Administrative Division of the 
Department of Justice. Services performed by the Administrative 
Division for the Office of Alien Property include the purchasing 
department, the maintenance of the authorization and expenditures 
ledger, personnel employment and other re lated services 

A review has been made of the general expenditures of the Office of 
Alien Property as reflected by the administrative expenditure ledger 
maintained in the Administrative Division of the Department of 
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Justice. The following table indicates the major classification of 


expenditures for the fiseal vear ended June 30, 1952: 





> BOS, 426 < 13.8 1 ) 
| ae t 44 BS, 4. 
M) s 1 t 31,818. 12 
| wn ® 6.4 { ft 1 072.81 
( ny ’ l ), Ot 11 
| \ y 4 AN 16] 109, 0290 » 731. 12 
| My Us ~ sO4 - 4.2 Os, OS 
oO , 5. 1.04 11. 659. 2¢ 
MM S, 814 16, 180.6 i 6, 185. 61 
I wy { 19 138 , S5N7. 63 
| Hin 0), OF ~ } 640. 00 
1 s 02.89 y, Y 77.19 

\ ) ”) 1), O00, 00 
lotal ' SO7, S40. 9 270). 28 $04 } 159. OS 


COMPTROLLER BRANCH 


The office of the Comptroller is overstaffed and procedures are 
being followed, insofar as the accounting transactions within the 
Office of Alien Property are concerned, that expand the actual 
accounting rather than consolidate the records necessary to account 
for alien property. The Comptroller is handicapped due to the 
necessity of handling the recording of transactions by long distance 
through other field offices and the Washington office. Obviously, 
efficiency and promptness would be produced by having the Comp- 
troller’s office in the same location as the office in which the major 
portion of transactions arise. In some instances transactions are 
months late in being recorded on the books of account, not because 
the Comptroller's office is overworked or behind in its work, but 
because final determination of the basis of the entry has not passed 
either through the New York manager’s office or the Washington 
office. This means that the Comptroller’s office must operate from 
incomplete data and make pencil notations in the ledgers of trans- 
actions that have taken place, before formal documents are passed 
through the office for final recording in order that the balances in 
the accounts may be determined on a current basis. All of this 
contributes to inefficiency and the need for personnel that would 
otherwise not be required. 


ACCOUNTING RECORDS PERTAINING TO VESTED PROPERTY 


There appears in the Annual Report of the Office of Alien Prop- 
erty Custodian for the fiscal year ended June 30, 1945: 

The Office of Alion Property Custodian maintains on its books an account 
in the name of each national whose property has been vested. As of June 30, 
1945, a total of 30,979 of toese vested prop: rty accounts were kept All of the 
vested property formorly owned by a national is carried in the account bearing 
bis name and all transactions with respect to the prop rty are there recorded 
The maintenance of books on vested property in t!is manner makcs it possible 
for the Office to identify all items of vested property as to their former own rs! ip 


To the extent that vested prop rtv will be returned to its former owners, this 
system is essential, To toe extent t' at propcrty will not be returned, a system of 
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The Comptroll rs office maintains on its books an account in the 
name of each individual whose property has been vested At June 30, 
1952, there were approximately 45,000 such accounts carried. In 


addition to the alien aceounts and other general-ledger accounts 
necessary to control the activities of the Office of Alien Property, the 
Comptroller maintains approximately 62,000 accounts representing 
claims filed against the vested properties The accounting System 
does not provide for a reference on the alien accounts to the claims 
filed. A reference is made on the asset ledger, however, of the claim- 
account numbers, and from the asset account the completed trans- 
actions must be viewed from a reference to the alien accounts and to 
the claims-ledger accounts. 

Since the installation of the accounting system in 1942, and to 
June 30, 1952, no alien account or claim account has actually been 
closed out. Transactions have been recorded in the alien accounts as 
they materialize, and a meticulous record is kept of all transactions 
affecting the accounts. Where vested property has been returned to 
the former owner, the necessary entries are made in the accounts, but 
no attempt has been made to actually close the account out and 
transfer the ledger sheet to an inactive bindet While. as the Office 
of Alien Property has indicated, the maintenance of the accounting 
records for vested property maintained in this manner makes it possi- 
ble for the Office to identify all items of vested property as to their 
former ownership, it does have the effect of making the ledgers un- 
wieldy and cumbersome. The closed accounts could be transferred 
from the active ledgers, thus making the open accounts more easily 
available, and the transferred closed accounts could be filed away 
without disturbing the identity of the items of vested property and 
their relation to the former ownership. 

In addition to the fact that the Comptroller has not closed out the 
alien accounts when final transactions have been recorded, the Comp- 
troller has also failed to maintain his records in accordance with the 
Trading With the Enemy Act, as amended, and the War Claims Act 
of 1948. Section 39 of the Trac Ing With the ene my Let, as amend d, 
is quoted as follows: 


See. 39.29 No property or tel t tl ( I 4 Japar ra i A 
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returned to former owners thereof or their successors in interest, and the 





ted States shall not pav compensatiol for any such property or interest therein 
The net proceeds remaining upon the completion of administration, liquidation, 
and disposition pursuant to the provisions of this Act of any such property or 
herein shall be covered into the Treasury at the earliest — ticable date 
Notl this seetion shall be construed to repeal or otherwise affect the operation 
of the provisions of section 32 of this Act or of the Philippine Property Act of 1946. 


Section 13 of the War Claims Act of 1948 is also quoted as follows: 


WAR CLAIMS FUND 


Sec. 13. (a) There is hereby created on the books of the Treasury of the United 
States a trust fund to be known as the war claims fund The war claims fund 
hall consist of a ims covered into the Treasury pursuant to the provisions of 
ection 39 of the Trading With the Enemy Act of October 6. 1917, as amended 
Phe moneys in such fund shall be available for expenditure only as provided in this 
\ct or as mav be provided hereafter bv the Congres 

Phe Federal Security Administrator is authorized and directed to estimate 


and certify to the Secretary of the Treasury the total amount which will be required 
to pay all benefits payable as a result of the enactment of section 5 (f) of this Act 


Che Secretary of the ae asury shall transfer from the war claims fund to the gen 
eral fund of the Tres rv a sum equal to the total amount so certified by the 
Federal Security Adm istrat 

The Federal Security Administrator is authorized and directed to estimate 


and certify to the Secretary of the Treasury the total amount which will be required 


to pay all additional benefits pavable as a result of the enactment of section 4 (e 


of tl \ct The Secretary of the Treasury shall transfer from the war claims 
fund to the general fund of the Treasury a sum equal to the total amount so 
certified by the Federal Security Administrator 

1) The Secretary of State is authorized and directed to certify to the Secretary 
of the Treasury the total amount of all obligations canceled pursuant to the 


pro ms of section 4 (b 1) of this Aet The Secretary of the Treasury shall 
insfer from the war claims fund to the general fund of the Treasury an amount 
equal to the total amount so certified 


‘ There are herebv authorized to be appropriated. out of anv monev in the 
PI | ' 
war claims fund, such sums as may be necessary to enable the Commission to 
carry out its functions under this Act 


Attention is called to that part of section 39 of the Trading With 
the enemy Act that reads as follows: 
! net proceeds remaining upon the completion of administration, liquidation, 
{ disposition pursuant to the provisions of this Act of anv such property or 
interest therein shall be covered into the Treasury at the earliest practicable date. 
Attention is also directed to section 13 (a) of the War Claims Act of 
1948, quoted above, and particularly to that part that reads as follows: 


I War Claims Fund shall consist of all sums covered into the Treasury pur- 


lant to the provisions of section 39 of the Trading With the Enemy Act of 
O ver 6, LYL7, as amended 


At the inception of this program in 1942, it was estimated that it 


would require 25 years to completely liquidate the alien property 
and settle all claims and litigation. The estimated cost of adminis- 


tration was placed at $65,000,000. It was also estimated that in 
order to recover the cost of administration it was necessary to charge 
an administrative assessment against the vested property in the 
amount of 20 percent of the net proceeds after a recovery of ordins ary 
conservatory expenses. Section 39 of the Trading With the Enemy 
Act, as amended, requires a transfer of the net proceeds after adminis- 
trative costs have been recovered to the Treasury for the purpose of 
administering the War Claims Act of 1948. 

At June 30, 1952, the Comptroller had charged the alien accounts for 
miscellaneous conservatory expenses in the amount of $247,795.44, 
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and had accumulated in memoranda form conservatory 


expenses to 
be charged against the alien ac ounts in the amount of S024 SOS .14. 
At June 50 the Comptreller had charged alien accounts for admin- 
istrative expenses $4,363,653.32. The Comptroller has not charged 
the alien accounts with all of the conservatory expenses. as indicated 
above, nor has he made an attempt to charee the alien accounts with 
the actual administrative expenses that is, the 20 percent recovery 
necessary to administer the program, nor has he made any attempt 
to close out those ac counts that have been completely liquidated and 
charge conservatory and administrative expenses to the net proceeds, 
nor has he transferred the balance rr maiming in the alien account to 
an account with the War Claims Fund. Approximately 2 vears ago 
the Comptroller analyzed the alien accounts ana roughly determined 
at that time that approximately $38,000,000 of free balances were 
available for the War Claims Fund At June 30, 1952, or at the pres- 
ent time the Comptroller is unable to estimate the total of free 
balances in the alien accounts transferable to the War Claims Fund. 
However, the Office of Alien Property has actually transferred to the 
War Claims Fund a total of $150,000,000 as follows 


Jur 23. 1949 825. 000, 000 
Vilar. 16. 1950 » OOO. OOO 
Oct. 5, 1950 20, 000, OOO 
Apr. 3, 1951 30, 000, 000 
Aug. 16. 1951 sO. OOO, OOO 
\Nlav 26. 1952 20. 000. VOO 

Total 150, 000, 000 


The records do not indicate, nor is the Comptroller in any position 
to estimate the actual amount of free balances in the alien accounts 
available for transfer to the War Claims Fund, or the actual amount of 
administrative expense chargeabl nuealnst the free balances in the 
alien accounts for the purpose of administering the program At June 
30, 1952, the Office of Alien Prope rtv had expended $40,801 .226.11. 
The estimated budget for the fiseal vear ended June 30, 1953, was 
$3,900,000, and the Comptroller has estimated that $1,701,226 of the 
1955 appropriation still remains for administration of the program from 
Januarv 1. 1953, to June 30, 1953 At December 31, 1952, the Office 
has therefore spent $43,000,000 in administering the program. The 
estimate to complete the program was $65,000,000 In a period of 25 
vears. According to this estimate there remains, therefore, approxi- 
mately $22,000,000 for administrative expenditures over the next 15 
vears. However, the records do not indicate nor can the Comptroller 
estimate whether or not funds will actually be available to complete 
the program, or whether there has been an excess of funds transferred 
to the War Claims Fund, or whether there are additional free balances 
available for transfer in accordance with section 13 (a) of the Trading 
With the Enemy Act 

In respect to the foregoing the Comptroller has been negligent in 
the maintenance of the accounting records in accordance with the act, 
and the Office is in serious trouble if funds have been transferred to 
the War Claims Fund in excess of the net proceeds after administra- 
tive expenses have been charged against the free balances in the alien 
accounts 
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As previously indicated, the Office of Alien Property could function 
more efficiently by centralization of the operations of the Office, 
including the Comptroller's Branch. Considerable paper work, as 
vell as lone-distance telephone calls, is necessary in order that the 





comptroller’s office may service the executive and operational branches 
from New York. In addition, the C sat 9 ler’s office is unnecessarily 
delayed by the necessity of forwarding of data and other information 
for recording purposes. In many instances the posting of the account- 
ing records is several months behind, through no fault of the Comp- 
troller, but due to the fact that information is not made availab le at 
the time the transaction takes place. Therefore, in the analysis of 
some of the accounts, it is questionable as to whether the information 
shown is current. In many instances the Comptroller’s staff makes 
entries in pencil, in the ledgers, from temporary information furnished 
in order that the aecounts will be as close to a current position as 
possib le. This, of course, adds to the workload, both in time, space, 
and personnel 

The Comptroller’s Branch furnishes the executive office with a 
quarterly condensed statement of the vested property accounts. 
The vested property and other assets held as of the date of the state- 
ment is shown at the carrying value as well as the estimated value 
which has been placed on the assets by the employees of the Office 
of Alien Property. 

The condensed statement as of June 30, 1952, is as follows: 


Orrick or ALIEN PrRoperRtTY, DEPARTMENT OF JUSTIC!I 


World War IT accounts, June 380, 1952 Vested property an l other assets held 





Carrying valuc Estimated value 
Vested property 
Vested property cash on deposit in U. 8. Treasury 2? $125, 510, O57. 95 $125. 510. 957. 95 
tock 274, 027.39 64, O88, OSL. 00 
} 20, 408, 027. 42 10. 741. O76. 00 
I tru f ) S, O22, 7SY. 0 
I 1 accounts receivable 41, 457, 700. 2 11. $28. 757. Of 
| 1, 954. 00 5R8, 917.00 
Mortgage 204. 330. 6S 226, 038. 00 
( 1} 1d personal propert 
partnerships and other business enterprise property, et 1, 677, 969. 19 4, 782, 517. 00 
Patents and patent application 46, 308, 00 46, 308. 00 
Copyrights and trade-marks », 601. OO 5, 601. 00 
1 vested property 194, 683, 187. 39 250, 841, 641. 95 
oO 
\ \ e@ reve ¢ hond t U.S. Tr Iry 6t 667. 492. 55 
Petty cash fund 25. 00 25. 00 
I ts and t it t l ed 11, 724. 2 11, 724. 2¢ 
Advances recoverable from Philippine vested property fund 30, 955. 96 30. 955. 96 
era 710, 197. 7 710, 197.77 
G 19. 43, 385. 1 251 1, 839 
| ty d prio ) 
t b I bove re t 
0 ‘ property W J ht 
a! 
; I > t vi h, Ww 
( \ } Wast 
4 &Q] | ‘ ( which u be « 
r { ‘ the nt ol 
? » 
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World War IT] accounts oF ine ) ? ; ] 
7) ry 
na pric [ ) 7 wi 
( } 
Vested property equity 
Bulgarian $4 ( . 65.43 
Crer in SO ) 
Hungarian { : 349 A) 
Italian ‘ 63 
Jay LLeESE +. 48 ”) 
Rumanian FY ) 17_ 88 
Enen y-occupied territ Q OF ) 
Other ee | ( t ) 
Unclassified (per t <a : 
owners M4 s4 
Pot s 
Deduct at 
vested | y ul 
Order { alle 
Less: A‘ t x 
{ 3 
lot 8. 42 
Deduc Cash 
the Trad \"\ I \ " 1). 00 
Tot ve t s.4 
Other liabilitic 
Represent ”) 
Liabil I 
fund y ”, 51 
Advance oO 
of scheduled Q {8 ) 
Potal ott 
Grand t s 2 s 2 
Exclusive of proj t 
books as of that da 
Including W WV $ ‘ ( i 
} dr f } 


It will be noted that the carrving value, at June 30, 1952. of the 
remaining assets, amounted to $195,393,385.16, while the estimated 
value is $251,551,.839.72 It is the policy of the Office to place an 
estimated value on all of the assets when vested. and the asset ledger 
account is maintained showing both the estimated value and the 
carrying value In order to standardize the carrving values, the 
Office has adopted the policy of assigning the value of $1 per share for 
all corporate stock vested and to place the face value on all bonds 
vested. The interest in estates, trusts, parcels of real estate, patents, 
patent applications, copyrights, and trade-marks is carried at $1. 
Notes and accounts receivable vested are carried at their face value 
at the date of vesting as are mortgages and miscellaneous personal 
property. 

The quarterly statement also shows the total amount of property 


vested since 1942 classified by nationality of former owners rather 
than by tvpe Of assets It will be noted from this statement that the 
carrving value of the total amount of propert vested since 1942 
amounted to $375,583,187.39, with a estimated ie of $431,741,- 
641.95. It will also be noted that total administ e expenditures 
imounted to $40,801 ,226.11 nd t tl] amoul has been reduced 
by $10.375.062.58 indicated as administrative venue However, 
is indicated, the only act revenues 1! ed by the Office of Alien 


Propertv amounted to $714,748.11 Dalar re esents a trans- 
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fer of funds from World War 1 account in the amount of $4,063,088.71 
and expenditures made from administrative funds charged to vested 
property in the amount of $5,597,225.76. In other words, the ad- 
ministrative authorization for expenditures has been derived from 
vested property, but has not been allocated to the various accounts. 
The Office of Alien Property considers the transfer of World War I 
funds used to defray the administrative expenses to June 30, 1943, 
together with administrative funds expended for and charged to 
specific properties as being a reduction of administrative expenses. 
In the true sense, revenue that has been received from outside sources, 
other than income on vested property, is the only actual income. 

At June 30, 1952, the Office of Alien Property had transferred to the 
war claims fund a total of $150,000,000. After deducting this amount 
and administrative liabilities of the Office, there remained an equity 
in vested property of $195,393,385.16 based on carrying values, with 
an estimated value of $251,551,839.72. Total claims filed against 

vested property to June 30, 1952, amounted to $1,943,814,531.11. Of 
this amount, claims were pending at June 30, 1952, aggregating 
$1,831,184,056.64. 

An examination of the accounts and records disclosed that because 
of the manner of accounting for vested properties in the name of the 
individual from whom the property was directly or indirectly as a 
stockholder, vested, presents a situation which calls for a detailed 
study. The opportunities presented by this situation are obvious. 

Should an account have been vested in the name of an individual 
representing 1,000 shares of stock of a corporation, the 100 percent 
or his pro rata part of the corporation's stock, the practice of the 
Office of Alien P roperty is to list that stock at the value of $1 per share 
on the ledger recording this vesting. The account, therefore, would 
reflect his property vested of the value of $1,000. If the corporation 
had assets valued at $1,000,000 and was liquidated, and, instead of 
bringing $1,000,000 upon liquidation, the assets were sold for $250,000 
as a net amount, the corporate books and records would be closed, 
stored in one of the storage places maintained by the Office of Alien 
Property and his account would then by the necessary entries, reflect 
that the value of the property vested was $250,000 in place of the 
$1,000 arbitrary sum. From then on this account would be treated 
as having an established value of $250,000 and no further record would 
be available in the account of the Office of Alien Property to show how 
the $250,000 was reached. 

The handling of estates and trusts, real estate and personal property 
and security is so voluminous that it requires additional study and 
exhaustive checking. Patents, copyrights, and trade-marks have all 
been administered by the Office of Alien Property and these subjects, 
particularly patents and copyrights, present a large field for investiga- 
tion of themselves. There has not been time to comp ‘lete the investi- 
gation in these various fields. 


DUPLICATION OF EXPENDITURES 


The New York manager is responsible for the administration of the 
New York office. To assist him he has an assistant manager, and 
insofar as the New York office is concerned, they are on a par with the 
Director and Deputy Director of the Office of Alien Property. Each 
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of these executives has a private secretary and other secretarial 
personnel in their executive offices. The Intercustodial and Property 
Section has a chief in the New York office who also has an assistant 
In the Washington office the chief of this branch has 

each has a private secreta The Business Manavement and 
Liquidation Branch has a chief and at ant in the Washineton 


I 
office, each with a private secretary, and a full staff of personnel in the 


abn assistant, ana 


New York office, each with n sary secretarial assistants under the 
assistant manager of the New York offic Separate personnel is 
maintained in the New York office to assist the Washineton Chief of 
the Business Management and Liquidation Section in connection with 
the disposal of miscellaneous securitis 

At a cost of $100,000 a vear to the Offiee of Ahen Pr perty the 
administrative records are maintained by the Administrative Division 
of the Department of Justice necessitating transfer of vouchers and 
other data from the Wa hinet n offer » the 1). partment ol i. istics 
and to the New York other In order to Keep these documents 
flowing for the purpose Of ay pl val ecording, and payvment addi- 
Ul mal personnel IS required as Wwe I] ws vad nal ippl est oin addtt yn 
there is the hecessity Ob Maxing additi nal coples ol all documents 
and correspondence. Appro vouchers for the payment of funds 
must pass through the administratiy flicer’s hands in the Office o 


( { 
Alien Property, Washington off They are recorded and approved 
by the administrative offi ot Ul Department of Justice, then passed 


back to the administrative officer in the Office of Alien P1 yperty for 
transmittal to New York for payment s the disbursing officer is 
part of the Comptroller’s Offic \fter the vouchers are drawn, it Is 
sometimes necessary return the voucher and check to the Wash- 
ington office or the Departmet of Justice for final mailing to the 
payee, 

Time is lost, the possibility « ( is greater, and there is no 
question that the cost of operation been increased because of the 
three locations where data, in connection with expenditures, must pass. 
\s the disbursing officer is a mber of the Comptroller’s staff in 


New York, all approved vouchers must be forwarded to the New York 
office for payment whether they are for administrative expense or are 
In connection with vested property and other exp 

ion Property. The only 


endl res lh COnNTLE( 


tion with the operations of the Office of A . 
exception to this is in connection with the payment for personal 


services, as the payroll is disb C4 vy the United States Government 
Disbursing Office: 1h) the Same manner as the pavroll LO! other em- 
ployees of the United States Government Deposits are made by the 


disbursing officer in New York with the United States Disbursing 
Officer, Paul D. Banning, in Washington, D. ¢ Other than the 
payroll disbursements, all disbursement are mad through the 
Comptroller’s office in New Yo 

As all accounting for the Office of Alien Property, other than the 


administrative expenses, 1s han by the Comptroller's office in New 


York, information required by the various branches aed sections of th 
Washington office must be requested, either by correspondence or by 
telephore. Formal preparation of requested data I be made by 
the Comptroller’s office and torwa to the Wa on office or 
if time is the essence, it necessitates additional phone calls to transmit 


the information required, Welays are experienced, errors creep I 
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and in many cases it requires travel between the two offices for the 
purpose of compiling the data required. 

All of these conditions contribute to an overlap of work and the 
need for additional personnel. A general increase in cost, other 
than the direct costs necessary for the maintenance of the two offices, 
is apparent due to operating the offices independently of each other. 

If consideration was given to consolidation of the New York and 
other branch offices with the Washington office, there would be 
numerous advantages to the Office of Alien Property, some of which 
are summarized as follows: 

1. More efficient and economical operation of the administrative 
affairs of the office generally. 

2. More efficient operation of vested property functions. 

3. Saving in administrative cost through 

(a) reduction in personnel 

(b) reduction in rent and utilities 

(c) reduction in telephone and communication expense 

(/) reduction in printing and binding costs 

(e) reduction in the cost of supplies and material 

(f) reduction in the cost of equipment and the maintenance 

thereof 

(g) reduction in the cost of other contractual services, including 

independent auditing fees. 

In several instances, information expected to be found in the 
comptroller’s office in New York had either been transferred directly 
from other branch offices to Washington or the data had been retained 
in the other branch offices making it unavailable either in New York 
or Washington. 

All of the functional operations of the Office of Alien Property 
could be handled more effectively, more efficiently, and more economi- 
cally by the Office in Washington. If a study would prove the need 
for branch offices in New York, San Francisco, Tokyo, Manila and 
Berlin, those offices should be placed in the status of representation 
rather than operational. 

\ thorough study of all branch offices, as well as the Washington 
office, is necessary to determine the overlap of functions and the 
excessive pe ‘rsonnel and other ope ‘rational costs. Such a study will 
reveal the actual number of employees required to effectively operate 
the Office of Alien Property from Washington. Employees required 
to be retained as a result of a consolidation if they are indispensable 
could be transferred to Washington. 

Our examination has not revealed the need for personnel specialized 
in any particular field, and ordinary personnel recruitment could be 
made in Washington to fill actual vacancies resulting from a consoli- 
dation. It is recognized that the Office of Alien Property would 
incur non-reoecurring expenses in moving key personnel, their families 
and persenal effects to Washington, but the ultimate saving of vested 
property funds would be tremendous. 

A further study is necessary in order to determine the advisability 
of transferring all of the alien property vested property accounting 
records to the Pence nt of Justice. As indicated above, the Office 
of the Comptroller had 73 employees at June 30, 1952, and that ap- 
proximately $22,000 per annum is expended for the rental of IBM 
equipment for the purpose of maintaining accounting records for 
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vested properties. Alien property accounts that have been completely 
liquidated should be closed in order to reduce the size of the veneral 
ledger and subsidiary accounts. It is possible that the Department 
of Justice with the IBM equipment in its office could absorb the ae- 
counting for alien property without material increase in equipment 
or personnel. The equipment of the Department of Justice should 
be surveyed in conjunction with experts from the office of the Inter- 
national Business Machines Co. to determine what additional 
equipment or replacement of equipment, if any, would be necessary 
to absorb the office of Alien Property accounting, thereby releasing 
the equipment maintained in New York, which is costing approx- 


imately $22,000 per year. In addition, the required accounting per- 
sonnel in the Office of Alien Property could be transferred to the 
Administrative Division of the Department of Justice. An internal 


auditing staff could be retained by the Office of Alien Property for the 
purpose of auditing certain Alien Property accounts as is being done 
at the present time. An accounting adviser to the Director of the 
Office of Alien Property would be necessary to determine accounting 
procedures in respect to Alien Property records 

In summary, after a review of the operations of the Washington 
and New York offices, it seems advisable that these offices be con- 
solidated. A study of the job descriptions and procedures tollowed 
in all offices would show the advantages of consolidating the branches 
and sections, and indicate the means of expediting the flow of work 
in a prompt and efficient manner. A review of the Comptroller's 
office and the system of accounting shows the need for revision in 
order to comply with the existing law, and that a further study would 
indicate that by transferring the physical accounting work to the 
Department of Justice, Administrative Division, with an accounting 
adviser in the Washington office of the Office of Alien Property to 
pass upon the propriety of the entries and to designate the accounts 
to be charged and credited, the work would be performed more 
efficiently and economically. Our review indicated that the Office 
of the Comptroller could be transferred to the Department of Justice, 
insofar as the operations of the bookkeeping machines are concerned, 
with very little additional cost, and that the Comptroller’s office 
could be reauced from 72 or 73 employees, at a cost of in excess of 
$300,000 a year, to a mete skeleton staff passing upon the propriety 
of the entries. In addition, a study of the actual cost of operations 
in the Administrative Division of the Department of Justice will 
determine whether or not additional IBM equipment would be re- 
quired, and whether or not $100,000 a year, transferred from the 
Office of Alien Property to the Department of Justice, is not in excess 
of the actual expenditures arising through the additional duties of 
maintaining the bookkeeping records of the Office of Alien Property. 

By consolidation of the field offices, in addition to efficiency, there 
would be a monetary saving of approximately $300,000 to $500,000 
per annum in administrative expenditures. This saving would in- 
crease the amount available to be covered into the War Claims Fund 
pursuant to the Trading With the Enemy Act. 

A studv should be made of all branch offces to determine the feasi- 
bility of maintaining operational staffs in those offces. It has been 
found that information is lacking in the Washington offce. Inquiry 
has shown that in many cases the information is not availeble doe to 
the fact that the field offices are inadeq tately staffed 
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Our examination has shown that the Washington office, relying on 
the various branch offices for current information, has found that this 
information is not available as the branch offices are not set up to 
furnish the information or obtain the necessary data required. An 
example of this was taken from a memorandum addressed to the Comp- 
troller in the New York office from the Manager of the San Francisco 
office, which is quoted, in part, as follows: 





{Excerpt from a letter written to Mr. W. E. Downey from Valentine C. Hammack, manager, San Francisco 
fl f letter the Adloff Realty Co., Los Angel Calif., Vesting Order No. 2660, dated 
Decemt 1943, a California corporation; 25,64 percent of the stock vested] 


Marcu 12, 1952 
The subject’s books and records are in the custody of the corporate 
officials in Los Angeles, and because of the distance were not inspected by repre- 
sentatives of this office Our CD report, therefore, must be qualified to the 

extent that the same was prepared without audit or other verification thereof, 
Pursuant to a resolution adopted at a special meeting of the shareholders of 
the Adloff Realty Co. on July 6, 1950, the board of directors were authorized and 
empowered to sell and dispose of any and all of the corporation’s remaining 
unliquidated assets upon such terms and conditions and at such prices as the 
board of directors may deem adequate and for the best interests of the corporation 
Mr. Philip L. Isler of this office is presently engaged in gathering data for the 
ise in a prospectus in connection with the proposed publie¢ sale of the Green Wing 


Land & Water Co. and the Recreation Gun Club stock 
During the vear 1951 the Ela U-track lots were sold to the Housing Authority 
of the Citv of Los Angeles at $850, resulting in a book loss of $29.67 
\s heretofore explained to you, this office has been handicapped in our endeavors 
to obtain full and complete information regarding many of the basic and under 
ving transactions. Consequently, such matters must be held in abevance until 
time as formal steps have been taken to dissolve the corporation Thereafter 
will be in a position to undertake a full and complete study and analysis of 
he basic transactions subsequent to the date of vesting. 


VALENTINE HAMMAC! 
Vanaqer 
By E. G. McBaIn 
Luditor in Charge, Office of the Manager 


This is an example of the confusion that exists because of the fact 
that the Comptroller’s office in New York and the Washington office 
do not have complete control over the operations in the various parts 
of the country, and the various parts of the world for that matter, 
of the vested property or the operations thereof. They are relying 
upon inadequately staffed branch offices for operations. These 
branch offices should not have the responsibility for the operations 
of the Office of Alien Property 

\ccounting data and operational reports required currently with 
regard to business enterprises in liquidation are not available in 
respect to certain enterprises under the jurisdiction of branch offices, 
and in some cases no financial or operational data has been supplied 
for several years. By accepting such a procedure, the Office of Alien 
Property has lost an important tool in the actual management or 
control over the liquidation of these enterprises. It is hard to under- 
stand how the Business Management and Liquidation Section in the 
Washington office can have control over the progress of liquidation of 
enterprises if complete financial or operational data has not been 


oro Vears The branch offices indicate that 
such mformation cannot be obtained because they do not have 
adequate staff in their offices to keep current with the necessary 
Investigations and liquidations \ consolidation of the functional 
duties and the operations of the Office of Alien Froperty. with direet 


supplied for the past 


responsibility placed upon the heads of the sections, branches, and 











TRADING WITH THE ENEMY AC 79 
divisions in the Washington office, would place the responsibility for 
efficient progress in the liquidation of vested property and eff cient 
direction of the actly it ies of the personne] assigned Lo this phase ot the 
work. As the office stands at this time, responsibilities and functional 
duties are divided between branch chiefs and section heads in the 
Washington office, and their counterparts and branch managers in 
the field. This undesirable procedure is in addition to the delays and 
inefficiencies resulting from the overlap of personnel and the increase 
in the cost of operating the Office of Alien Property 


WORLD WAR I ASSETS AND CLAIMS 


The Office of Alien Property is still engaged in the disposition of 
World War I assets and the determination of claims against those 
assets. One person has charge of this function. The program has 
reached a confused status from which only legislation will extricate it 
There are no marketable securities held by the Office of Alien Property 
as a part of World War I assetsadministered by this Office. $57,000,000 
are listed as assets which are represented by participating certificates 
supported by German Government obligations assumed by the debt- 
funding agreement of 1930. They have been in default for more than 
20 years. Slightly more than $2,000,000 in cash is on deposit in the 
Treasury, and whether transferable in part or in whole to the German 
special deposit account, as provided by the War Claims Act of 1928 
(45 Stat. 254), has not vet been determined This program needs 
definite aid from Congress or will continue interminably 

We recommend the life of this subcommittee be extended under the 
terms of the original Senate Resolution 245 (82d Cong., 2d sess.) for 
the purpose of completing the studies of the liquidation of the assets 
of all kinds, the administration of the vested assets classified as estates 
and trusts, the management and liquidation of vested assets classified 
as real and personal property, the determination of the details per- 
taining to the 3,900 blocks of securities now held, and particularly 
the determination of those blocks of securities that are available for 
sale, and the further study and analysis of personnel selections, both 
of employees and for serviees which have been performed for the 
business enterprises being operated under the direction of the Office 
of Alien Property. The results of further investigation will determine 
the need for and the extent of public hearings. The committee is in 
possession of some facts and of many rumors and allegations pertaining 
to persons, manipulations, malfeasance and misfeasance, of political 
preference in appomtments to lucrative job holdings, all of which 
require further and, in some instances, extensive investigation. The 
investigation will require several additional months and an additional 
appropriation. The subcommittee received for the purpose of this 
investigation an appropriation of $100,000, of which approximately 
$55.000 has been expended Ol obligate d 
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